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CHAPTER XXXVI 


Out of Parliament 

Following the Coupon General Election of December 

1918 I was out of Parliament for four years. 

My friends who had the misfortune to be successful at 

that Election congratulated me upon having escaped from 
2 infliction of sitting in a Parliament which by almost 
universal agreement was the worst Parliament in living 


memory. 

Mr. Lloyd George had asked at the Election for a sub- 
servient majority, a majority which would do as it was 
told and offer no criticism of the Government. He got 
what he wanted. There were 535 Coalition members, 
and the nominal Opposition consisted of 25 Free Libera s 


and 61 Labour members. 

I cannot write from personal observation of the pro- 
ceedings of this Parliament, but its history is so important 
in its consequences on the subsequent course of British 
party politics that I must give some account of it from 
available material. There had not been up to that time 
in our political history a parallel to the rapidity with which 
an enormous Parliamentary majority began to decline, 
ending after four years in complete disruption, and then, 
twelve months later, resulting in a new party becoming the 


Government of the country. 

I desire to be considerate and sympathetic with the 
extremely difficult position of the Labour members in the 
Coalition Parliament. Half the Labour members wLo had 
been, returned to this Parliament were new to the House 
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of Commons. The new members were nearly all Trad 
Union nonnnees and had little knowledge of genera 
pohtics.^ The Government treated the insignificant Oppo. 
sition with mdifference, amounting almost to contempt 
During the first eighteen months of the life of this Parlia- 
ment the leader of the Labour group was Mr, William 
Adamson, a Fifeshire miner. Mr. Adamson had been 
elected Chairman of the Parliamentary Party during the 
ater years of the War when the more prominent members 
of the Labour Party were members of the Coalition Gov- 
ernment. His election to the position of Chairman was 
a concession to the miners’ members, who constituted a 
considerable proportion of the strength of the Parlia- 
mentary Labour Party. Mr. Adamson was an honest ' 
fellow wiA a good deal of Scotch shrewdness. He: 
possessed few of the qualities necessary for the leadership 
of a political party. He was in no sense a Parliamentarian 

a small 

hamentary group agamst the overwhelming battalions 
of the arrogant Coalition. ^ 'Jawaiions 

Law T ^ ^^^‘ie^'ship of the Parliamentary 

Chairman of the Party. After eighteen rnonths Mr. 

. ^^2^™ianship, and Mr. Clvnes was 

of that Parhament ^ remamder 

the three wa^'L ^^raed. Among 

y n^uch ol Mr. Graham later, so it will be suffident 

Grab, “ this Coalition Parliament Mr 

ouestlnriQ V.- u y^^^“ioformed speeches on 
questions which marked him out as a coming 
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man in the Labour Party. Before entering Parlianaent 
Mr. Graham had served upon the Edinburgh City Council, 
where he had established a reputation as an able adminis- 
trator. When little more than a boy he had obtained a 
position on a local newspaper in the South of Scotland 
as junior reporter, and out of his moderate salary he 
saved enough money to go to Edinburgh University, 
where he took degrees in Arts and Law with distinction. 
Apart from contributing a number of impressive speeches 
of an academic character in the Coalition Parliament, Mr. 
Graham was not much help in the rough and tumble of 
Parliamentary fighting. He was largely absorbed m 
journalism and in the work of two Royal Commissions to 
which he was appointed — one dealing with the^ Incorne 
Tax and the other with the working of the British Uni- 
versities. 

The supreme opportunity of the Parliamentary Labour 
Party to show that it possessed foresight, courage and the 
true international spirit came in July 1919 when the 
Peace Treaty was submitted to the House of Commons 

jfoiT 

I have dealt with the attitude of the majority of the 
British Labour Party to the War in a previous volume, 
and I have shown that when the terms of the Peace 
Treaties became known, the Party took up an attitude of 
hostility to the main provisions of the Treaties, and decided 
to organise a campaign for their revision. Mr. Arthur 
Henderson, speaking on the Peace Treaty at Blackpool 
on the 22nd June 1919, made a declaration which ex- 
pressed the sentiments of the great body of Labour and 
Socialist opinion in the country. He said: 

“The Peace Treaty is not our treaty, and we shall never 
accept it. "^^e shall never be satisfied until this has been funda- 
mentally reconstructed. We believe that now when the news 
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has come that Germany is determined to sign this will provid 
Labour in this country with opportunities for creating a clea 
democratic peace founded upon justice and fair play all round. 

This view was endorsed by the Annual Conference o: 
the Party which met at Southport during the same week 
A resolution was passed with unanimity and enthusiasn 
calling for the immediate revision by the League oi 
Nations of the harsh conditions of the Treaty which were 
inconsistent with the statements made on behalf of the 
jMied Governments when the Armistice was concluded. 
The Conference called upon the Labour movement to 
undertake a vigorous campaign for the winning of popular 
support to this policy as the first step towards the recon- 
ciliation of the peoples and the inauguration of a new era 
of intcmatioiial co-operation. 

In view of these declarations, which undoubtedly gave 
voice to the desires of the whole Labour and Socialist 
movement, the inaction of the Parliamentary Labour 
arty a month later, when the opportunity arose in the 
Parliamentary debate upon the ratification of the Peace 
reaty, came as a great shock. It had been expected that 
on tks great historic occasion of the Peace Treaty debate 
e Labour Party would not fail to state in plain terms 
what Labour thought of this Treaty of blood and iron 
which betrayed every principle for which our soldiers 
thought they were fighting, and which violated the publicly 
declared objects of the British Labour and Socialist move- 


Instead of doing this— instead of using this opportunit 
0 place on record the views of the British Labour mow 
nent on the Treaty— instead of sending a clarion call t 

)ut ^ ° ^ f resounded through 

inr^lir^f"^’ ha^sh terms of the Treat 

hitv nnt^/7 spokesmen of the Labou 

arty not only failed to state opposition to the terms o 

r\ 
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„ Treaty, but actuaUy endorsed them, and eulogised the 
l^^rfiers of the Treaty in language which won the enthusi- 

tVianlcR of the Government and the most reactionary 
Vies The Parliamentary Labour Party allowed it to 
^ ^rth to the whole world that so far as they represented 


Sfe opinion of the British woriing classes, that 

L agreement with the men who had framed the 

;^4^2imous Treaty. , . . , ^ 

^ TSdr. Clynes, who had seconded the resolution of the 

T iibour Conference a month before, was the only spokes- 

of the Labour Party in this Parliamentary debate. 

'T^Gr said: 

“On balancing the gains enjoyed by the treaty against its 
aefects, we must feel the immense sense of relief that die world 
tias secured by the victory of the Allied arms and by the defeat 
of the military spirit which itself was the cause of the war. . . . 
“ The Labour Party [in the Southport resolution] does not 

speak in any feeling of friendliness for the German people. . . . 

“The Germans must pay for many years to come a heavy 
and bitter price for the enormity of the offences of which they 

^W Q lTC SXHJluV 

“ Our viJw is that with all its defects the Peace Treaty is the 
'work of men who have acted with motives of the highest patriot- 
ism and with the noblest considerations for human government. 


It was left to Lord Robert Cecil and an Independent 
Liberal member to give voice to the only criticism of the 
Treaty which was made in the course of the debate. 

When the Leader of the House announced the week 
previous to the debate that only one day was to be given 
for the discussion of the Peace Treaties the announcement 
"vs^as regarded by the country as the crowning act of con- 
temptuous humiliation of Parliament. But the event 
proved that IVIr. Bonar Law had estimated (juite accurately 
th.e respect with which the House of Commons regarded 
itself. The most momentous step the British Parliament 
■Was ever called upon to take was taken after a few hours’ 
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perfunctory discussion. The Second Reading of the Bil 
endorsing the Treaty was carried without a Divisioa 
The French Parliament had appointed a Committee ti 
consider the Treaty clause by clause, and the Unita 
States Senate gave weeks to the consideration of it. Th 
few hours allowed by the British Government was mor 
than sufficient to satisfy the interest of the members of th 
House of Commons ! 

It will always be remembered to the discredit of th 
British Parliamentary Labour Party that they allowed th 
Treaty to be ratified without protest. It is only fair ti 
Mr. Arthur Henderson to state that he was not in Parlia-; 
ment at the time the Peace Treaty was ratified. He had^ 
been defeated at the General Election, and he had not/ 
up to that time found a new seat. ‘ 

The Labour Party had decided previous to this debate 
to embark upon a campaign for the revision of the Treaty, [ 
but after the inaction of the Parliamentary Party thisS 
project was not acted upon, it being realised that nobody 
could be expected to take the Labour Party seriously after , 
this calamitous exhibition by its members in the House ^ 
of Commons. 

The Official News Service of the Labour Party in the 
Weekly Btdletin it sent out to the branches offered a most 
disingenuous defence of the Labour Party’s conduct in 
the debate, and concluded with the observation that “ The 
Prime Minister (Mr. Lloyd George), despite the dis- 
appointment which his reference to the Irish problem 
caused many members, had no difficulty in securing the 
assent of the House to the Treaty Bill, which would con- 
solidate the work he had so successfully carried out in 
Paris.” 

The explanation of the tragic failure of the Parliamentary 
Labour Party to seize the great opportunity to expose the 
real character of the Peace Treaty was probably due to 
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two facts I do not know whether the Party had met 

Sort *e debate took place decide what t^de 
, ij u Tf Vijifl oossiblv the views ot me major 

ity-t,luch consisted of men who had taken pa^in to 
iolent platform campai^ against Gc^y dm g 

Kaiser” and “Make Germany J 

die rnembers of the Party had never taken the ““Me 
study the terms of the Treaty. The majon y 
merZbers of the Party, as I have 

ivpw to the House of Commons, and they were man y 
Sde Won nominees who took little toer-t m “y 
matter of high politics, their interests being confined 
industrial quitions. That had been my 
the time the Labour Party came mto ’^e 

finance and foreign policy arose, to ™ 

left to two or three members who had made a spec 

study of such questions. 

Mr Clynes had considerable qualifications tor Parlia- 
mentary leadership. He was an exceptionally able speakei , 
a keen md incisive debater, had wide 

trial questions, and a good knowledge of S'"®”' 
issues. In the Labour Party Conferences when th 

platfoim” got into difficulties with the d'l'g"”'- 
Clynes was usually put up to calm the storm. ^ Leader 
of the Parliamentary Group in the Coalition Parhamen' 
Mt cSes had a Isk of extreme difficulty. He had a 
team which in to main was untrained in Miamenta^ 
work, unused to stern disciphne, and unable to render 
him effective help in the Parliamentary debatp. Mi. 
Clynes, at times, could be very pugnacious, but his natural 
inclination was to take things easily and not to excite 
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violent opposition. In his position as Chairman of th 
Party in this Parliament he was hampered by his formt 
association with Mr. Lloyd George’s Coalition Govern 
ment and by the knowledge that he had himself beei 
opposed to the Labour Party breaking with the Coalition 
The lack of a more vigorous fighting policy by tb 
Labour Group caused a good deal of disaffection anc 
criticism in the Labour Party in the country. This founc^- 
expression by the delegates at the Annual Labour Con- 
ferences, and Mr. Adamson in the first instance anc 
Mr. Clynes when he became Chairman, had to meei 
strong criticism, and the attempts they made to meet 
these criticisms were more amusing than convincing. 

This criticism of the Parliamentary Labour Party came.' 
not only from the wilder elements in the Party Conferences, 
but from the well-known men of moderate views, and 
even from members of the Parliamentary Group itself.' 
The dissatisfaction of the more politically-minded mem- 
bers of the Parliamentary Group with its ineffectiveness 
and their desire to build up a more effective Parliamentary 
Opposition, led to a suggestion that Mr. J. Ramsay Mac- * 
Donald, who was out of Parliament, should be invited to 
accept a position of General Adviser to the Party on the 
best method of making itself more efficient. Mr. Mac- 
Donald, on certain terms, agreed to accept that onerous 
position. A Committee of members of the Parliament 
Group was appointed to consider this suggestion, and 
to consult with M[r. JMacDonald. They reported their 
conclusions to the full Parliamentary Party, which was 
divided on the question; and, after what one of the 
members told me was a most violent discussion, a majority 
decided they would not enter into any arrangement which 

involved having an outsider to advise them how to do 
their own business. 





CHAPTER XXXVII 


Communism in the Labour Movement 

During the four years I was out of Parliament I found 
plenty of congenial work which fully occupied my time. 
In IQ 1 8 I was re-elected National Chairman of the n e 
penlnt Labour Party, a position which I held for three 

These were rather critical years in the history of the 
Party. Young men, full of enthusiasm but with little 
knowledge of Socialism, were coming into the party in 
very large numbers, and a steadying influence was needed 
to keep their activities within reasonable bounds. A con- 
siderable number of men and women who had been 
attracted to the I.L.P. by its peace policy joined the Party, 
and they were exerting themselves to influence the policy 
of the Party in a measure which their knowledge of the 
movement did not entitle them to do. A number o 
paciflst MP.’s who had been associated with us in peace 
work in the previous Parliament, and who had been de- 
feated as Liberal candidates at the 1918 Election, realising 
that there was no prospect of a political career in the 
Liberal Party, now allied themselves with the I.L.P. The 
National Council of the Party had a very difficult task in 
those years in keeping the I.L.P. on its traditional lines 
as a constitutional instrument for the propagation of 

Socialism. 

In addition to my work as Chairman of the Party, 1 
undertook the direction of its Publication Department. 
We had established in connection with the Party a printing 
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“Mr. Snowden was appointed by the NA.C. as the writ 
■esponsible for the editorials and the ‘ Notes on Current Affairtri 

ind any criticism affecting policy should have been made fiTi 
:o the N.A.C.” 


Undaunted by this, the Acting-Editor appended anothe 
te to this resolution saying that the protest was onl 
culmination of a series of differences between hersef 
d Mr. Snowden. I was not disposed to continue i 
seemly wrangle, so I declined to make any furthc 
atributions to the paper. 


This conflict between the two wings of the I.L.P. con^ 
Lued. But the controversy was by no means confine^^ 
the I.L.P., but existed in the wider Labour Party. Th^ 
itish Communists, acting on instructions from Moscov^ 
ed their membership of the Trade Unions to carry or‘ 
Communist propaganda inside the unions, and to agitatf 
r the admission of the Communist organisation to the 
ibour Party. The question of their affiliation was dis- 
ssed at many Annual Conferences of the Labour Partyi 
id it was finally decided that the declared methods ol 
e Communist Party debarred them froih admission. 






gained considerable support from th( 
. at that time was under the editorshif 
In August 1920 a startling disclostarf 
ritish Government, which had inter 


ipted 





wireless messages. These had refereno 
in Russia for the support of the Dail 
f had wired to Tchitcherin: 



we do not support the Daily Herald, which is now pass in 
though a fresh crisis, the paper will have to turn ‘ Right’ Trad 
Union. In Russian questions it acts as if it were our ore-ar 
consider the work of the Daily specially importan 
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"s trHStrour^.h'’a"| 

-rt^ to be Wd in trust for the Third International 
®d’to be offered to the Daily Herald if the need arose 
A week later the British Government issued a com 
• ' twhi rh stated that M . Kameneff , the Soviet repr 

SiX in London bad i" “Xld! '^d 

the° pmSdS haXen paid over ,0 the Daily Herald, 
cjemmui further stated that tbn BntUh ^vern- 
^ Tvori ^viHence that the statement that Mr. JVleynen 
acted on his own initiative was mcorrect, and *at Mr 

Idlor tf the D^y Herald, had, in fact, received part of 
’''",r“,oXX^ed ifEditor of the Daily Herald 

asked his readers if the money should be accepted, i 
We Unions who were financially supportng the p^« 
Wciated themselves from the whole affmr. rf wtoh 
thev had had no knowledge previous to the exposure 
Vhat became of the money has never been cleared up 
satisfactorily. The whole transaction was a very sordi 
business and left a very bad impression. 

Uyt oTkp'ApVi jincl writinof to the methods 

My me a good deal of abuse 

from that Party and from the Left Wing of the I.L.P. 
I could foresee then what has since actually happene , 
namely that this conflict between the democratic and the 

sections of the I.L.P. would ultnnately lead 

[o the disruption of the Party. 
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This conflict between two sections of a Party which hi< 
fundamental dilferences on the method of achieving 
common object was no new experience in popular mov- 
ments. The difference between the advocates of moi, 
suasion and revolutionary methods wrecked the Chart! 
Movement. It broke up the First Socialist Internationa 
It has now disrupted the LL.P. and made that onq 
influential body a thing of shreds and patches. ' 

The conflict between Democracy and Dictatorship hi 
now (1934) assumed a world significance. Democrali 
government has been overthrown in several Europea 
countries, and others are seriously threatened with tl 
same fate. There is no difference in principle or ii, 
methods between a Dictatorship of the Right and a Dio 
tatorship of the Left. Both attain power by force ant 
maintain it by ruthless suppression of all opposition ant 
the practice of tyranny and torture and persecution. 

The Communists openly advocate the Dictatorship 0! 


the Proletariat and the abolition of Parliamentarian forms 
of government. The Theses of the Communist Part), 
declare that “ only a violent defeat of the bourgeoisie, 



he annihilation of the 


entire bourgeois government apparatus from top to 
bottom, parliamentary, judicial, military, bureaucratic, 
administrative, municipal, up to the individual exile or 
internment of the most stubborn and dangerous exploiters, 
the establishment of a strict control of them for repressing 
all inevitable attempts at resistance — only such measures’ 

will be able to guarantee the complete submission of the 
whole class of exploiters.” 

quarrel with the Communists is not so much with 



Communism as a theory as with the methods by which 
they seek to establish the Communist State. The pure 
Communist ideal— each for all and all for each — is a great 
conception. It is the Christian ideal of the perfect Society. 
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V.'Si 
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the confiscation of its property, the annihilation of tk 
entire bourgeois government apparatus from top tc 
bottom, parliamentary, judicial, military, bureaucratic, 
administrative, municipal, up to the individual exile 01 
internment of the most stubborn and dangerous exploiters, 
the establishment of a strict control of them for repressing 
all inevitable attempts at resistance — only such measures' 

will be able to guarantee the complete submission of the 
whole class of exploiters.” 

My quarrel with the Communists is not so much with 
Communism as a theory as with the methods by which 
they seek to establish the Communist State. The pure 
Communist ideal— each for all and all for each — is a great 
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some day hum^^ potibk “buI 

aevelopment where such a »c y 

juppression oi antagonism and upon 

;ver endure which is based on class an g 




tiatred and selfishness. beeets extremism 

on the one srde Central 

on the “*“■ abundant evidence of this . 

Europe since the war t^maress is to be per- 

iSocial evolution is a growth, an P parallel with 

manent moral Reason why I have always 

“aSe oi what is called “Gradualism” m 


^tt'’r::derstand, and, indeeti;” S 
pathise ** tSmned today by the in- 

f - j;rt “r^^in, overthrow 
■l^rorler wll not fail to m^^hh a r.p»se 
from the victims, o , «nd subiection 


from the vicums. and subjection 

abandon t e ope ^ dramatic stroke, 

of the masses can b y 

'’c Tn* f^^Xich is that vfolent revolution is always 
of all history, ^ arrest of ordered progress, 

followed by reaction an J living principle 

Ordered progress is forward. The method of 

which carries men an na i but it 


which carries unexciting, but it 

the onlv sure and certain road to the final go . 

IS the only su progress must 

W The mte of advance will depend upon 

necessarily be slow The ^ 

the intelligence o ® ^ Socialist teaching, 

r tv wt U .he apptoval of 


II .-B 
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public opinion, and that every change naust be 

dated before the next step is taken . ^ _ J 

Progress cannot be too rapid for me provided it carrif 
with it the support of democracy and is in accord wit 

I have laid down. I think it w 





Lord Joim Rxissell who said that ‘preform is the sure 
preventive of revolution.^^ A.t the present tirne (^934 

there is a real dangler that the complacency and pr’ocrssi 
tination of the Government in dealing drastically vyit' 
economic and social problems may drive the masses 
■unconstitutional methods. Ix the Parliamentary form o 
Government does not function effectively , if it wi mo 
redress keenly felt grievances, it cannot survive. ik 
greatest danger to democracy is the failure of democratk 

institutions to respond to democratic demands. 

These are the reasons why I have always opposed 2 
revolutionary poUcy and preached a democratic Socialism 
I have never objected to a forward movement within the 
Labour Party. I have often been at variance with mj 
eoileagues when I thought the Party was not pursuing i 
more vigorous fighting policy. My rebellious conduct was 
freouentlv the subiect of complaint in the Party meetings, 
one occasion a special iiieeting of the Party was called 





o\itrageous act of indiscipline 
ML article in the Labour Lead&^ 

the Party for its moderation. Thisf 

••• 

offence, and I was summoned to defend 

I was not in the least 
I anticipated the meeting with con- 
was a full attendance of raent 
against me was stated by the chairmaii, 

I was expected to rise. I sat 
ce continued for some m i n utes, 
said: “ What can we do with him? 

I spoke— for forty minutes, 
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and at the end of my s 



the meeting adjourned 


^inc dis. 


. I. j mv three years’ tenure of office as Chair- 

InLnmtnt Labour Party at Easter 1920. I 

accepted the Jenson, who had held 

vacant by the resigna carried with it a seat on 

dre office for ™ beconting more rmd more 

with the Lm- I My resig^tion was the 

but took little part m Its Jes on my work 

occasion for a num rnembers of the Party, 

^ meTe* wa^:^- 

and which touched me deeply ^ 

the Patty by my ^ ^ extremists, were loyal 

majority, though tes been the policy 

to the constitutional rn • cn T e-^cused my action 

of the Party from its beginning , century 

„Lffice^o make way ^ y^^f^Xence of the LL.P. 
I had — rStel;^— years. This 

(which was held at Baste ) a 

annual event frorJ^^ all parts of the country, 

f a :“ffion"»rdes Ld congenial spirits 

iftir the day’s work in the Conference was over we spen 
AitGr tiic Clay ^ r^prtaiii items in ou. 

the evening in jolly companio Hardi< 

programme became Laurie” and “ Bonnie 

If We ” We loied to Bruce Glasier to give u 

. The Batdf of Siirling Bridge ”, winch he rendered 



. The Battle of btirimg mrn^ .™^ ^ 

I fiery patriotism quite unDecoim g 

r An ■ 
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Anthology of Peace Songs and Poems. Martin Haddo^j 
one of the best of Socialists, who had given forty years o 
service to the movement in Glasgow , recited The Stroi\ 
aSacher Sermon on Jonah and the Whale ”, addressee 
particularly to “ Ye fine peoples fra’ t’ sooth . Did 
Wallhead, who had great histrionic gifts, was always t 
star turn with his Lancashire story of Eli, an Oldhan 
factory hand, who went on a trip to the Isle of Man am 
left his set of new false teeth in the sea half-way betweei 
Liverpool and Douglas . Later , when J ames Maxton 
among us, the programme was enlarged to include i hf 

Darky Sunday School” and “The Wild Man from 


Borneo . • i i, • 

Perhaps the happiest part of these convivial gatherings 

was when a few of us gathered round the fire and re- 
counted our propaganda experiences. The stones had 
been often told, but were always fresh. We insisted that 
Wallhead should tell us again of his Cockney ^ chairman 
who introduced him with these few remarks: “ Kumar- 
ades and Fellow Workers. Before I call on our Kumaradc 
what has come here to eddicate you I want to say some- 
thing about these here Liberals and Tories. Now, it’s 
my firm belief — ^it’s my firm belief- ^that Arthur James 
Balfour takes ’Enery Campbell-Bannerman by the arm, 
and they goes behind the Speaker s chair, and Arthur says 
to ’Enery: ‘ ’Enery, what shall we do next to dish thesf 


bloody workers ? ’ ” 

The stories of Jimmy Sexton— now Sir James Sexton- 
on such occasions were very popular. We always calle* 
for the old ones we had heard so often, but which wer 


never stale as Jimmy told them. The favourite ones wei 
about his election contest at Ashton-under- Lyne in 1 85 
when he was an I.L.P. candidate and polled 4^5 wote, 
Jimmy fought this election on the economic basis c 
Socialism and on Marx’s theory of surplus value an 
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. t. X. There was a raaix who 

cnethods of Socia ' ^nd seemed very inter- 

ested in these the man ex- 

this attention, but a bit dis ^^derstood by 

plained at the end of a «ieeti g 

exchange he wants. Well, I’m 

exchange what he has Socialsm if I want to go to 

a tripe dealer, and so un niank a yard o’ tripe on 

LonL I shdl go f. f,;P^:^;Zondon 

t’ ticket sill and say Gie m ^.^pnines These were 

And so we spent our care-free evenings. 

happy days. 
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I fought three Elections in Colne Valley in three yes, 
—four' altogether including the Election of 1929— and 
each successive Election I increased my^ inajority at 
raised the enthusiasm of the electors until in 1929 c 

meetings were enormous, and the enthusiasm equal 
the memorable Election meetmgS i in Black 1 
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CHAPTER XL 



A Memorable Conference 

I HA'VE attended scores of Labour and Socialist Con- 
fesirences, but I think the most remarkable was that held 
I_,ondon on the 13th August 1920. That Conference 
was called to consider the serious situation which had 
arisen through the attack by Poland upon the territory 
of Soviet Russia, a wholly indefensible proceeding which 
tirreatened to involve Great Britain in the conflict. 
E*oland appeared to have been dissatisfied with the 
frontier which had been accorded to her by the Peace 
Conference. She demanded from the Soviet Govern- 
ment something like 400,000 square kilometres inhabited 

about twenty millions of people, which included not 
more than five per cent, of Poles. The action of Poland 
'vwas wholly unprovoked, and was purely an aggressive 
aci'V'enture. Mr. Lloyd George, in speeches delivered in 

House of Commons, had created the impression that 
■fclie British Government were contemplating in certain 
circumstances military help to Poland. The Poles had 
Ibeen driven back and the Russians had advanced into 
^Poland, and there was anxiety concerning the fate of 
^Warsaw. Poland was now threatened by way of reprisals 
:wit: H the very disaster which she had recklessly tried to 
impose upon Russia. This situation caused serious con- 
sternation throughout the whole of the British Labour 
dVTovement, which was increased by Mr. Lloyd George’s 
statement in the House of Commons that it was our 
t>xisiness to prepare for contingencies and to see that the 
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>oles were properly equipped The Labour Movenif 
^ere convinced, rightly or wrongly, that France a 
Sreat Britain were preparing to attack the independei 
Df the Soviet Repubhc. There was justification tor i 
in the support which had been given to the adventurei 

Kolchak and Wrangel. 

The Labour leaders felt that it must be made 

' ' offer resistance 




mistakably clear that Labour ^ ^ 

every means in its power to the British Governine 

into such a war. On the 9th August a meeft 
was held at the House of Commons to discuss the simatK 
at which representatives were present of the Barliamei 
ary Labour Party, the Trade Union Congress and t 
Executive of the Labour Party. At this meeting 
resolution was passed declaring : 

“That this meeting feels certain that war is being engineei 
between the Allied Powers and Soviet Russia on the issue 
Poland, and declares that such a war would be an mtoleral 
crime against humanity, and therefore warns the Governrat 
that the whole industrial power of the organised workers v 

be used to defeat this war. 


There was added to this stateinent the following It 
stmction to the affiliated organisations, which was tl 
first occasion in the history of British Labour when 
declaration was made to resort to the strike as . 
challenge to war. The Instruction read as follows: 

“That the Executive Committees of affiliated organisatioi 
throughout the country to be summoned to hold themselvf 
ready to proceed immediately to London for a National Confei 
ence, and that they be advised to instruct their members to dow 
tools’ on instructions from that National Conference, and that 
Council of Action be immediately constituted to take such stef 
as may be necessary to carry the above decisions into effect.” 

This Council of Action was formed of representatives c 
the three bodies which had called this meeting. 
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The next day the Council had an interview with Mi . 
Lfloyd George, and made it clear that the opposition o 
;he Labour Movement was not merely to direct mihta^ 
iction but to indirect war either by blockade or by the 
supplying of munitions or assisting in my way the Fobs 
Forces which were now at war against Russia. Mr. 
Uoyd George’s reply to the deputation was regarded as 
tpnsatisfactory, and the Council decided to summon the 

National Conference at once. , 

It was this Conference which I have described as being 

the most impressive I have ever attended. At three days 
notice a Conference of a thousand delegates, coming 
all parts of Great Britain, assembled at the Central Hall 
in London. From the opening of the Conference there 
was no mistaking the temper and determination of the 
delegates. All the veterans of the Trade Union Move- 
ment were there, as well as representatives of the younger 
elements of the Trade Unions. It was a strange spectacle 
m see and hear the men— most of whom had been en- 
thusiastic supporters of the Great War displaying an 
almost religious fanaticism in opposition to war. 

The Conference fully realised the gravity of the decision 
it was called upon to take. There was a manifest deter- 
mination not to permit any difference of opinion to 
obtrude into the discussions and therefore weaken the 
demonstration of unanimity on the one essential thing, 
namely, that the whole forces of Labour would be em- 
ployed to prevent Great Britain giving support in any 
form to a war against Russia. IVIoderates and extremists 
were united on that point. The function and aims of 
the Council of Action were to he confined to the specific 
and definite purpose of preventing war, and it was never 
intended that the Council of Action should be used to aid 
general revolutionary propaganda. Mr. Frank Hodges 
put this point very well: 
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“ That the motives which have brought the Coi^ ^ 
into being are transient. Their main object is ^ 

no desire to destroy Parliamentary governmet^^ ^ 
no question of Soviet government.” 


cil 


and 



• • 


en 


recommendation of the Gouncil of Action to ca 



5 3 > 


Strike at any moment Mmnld tne^ circumsi:^^'*' 

it. When this resofction was put to ne 

carried there was a scene the like of which. I i« 

witnessed in any Labour Conference. TTho oi^ 
delegates sprang to their feet and broke int*^ ^ lumc 

of cheering. j- . 

The most remarkable speech at this Coxxf&rence t 

delivered by Mr. J. H. Thomas, who pointe out t 
“ the action it was proposed to take meant tlxat the 1 n 
Unions transferred all executive responsibility to I 
Council of Action. Direct action would not xnd ely me 
a strike; it would mean, he said, a challenge to the wh 
constitution of the country. The step wns ociomeiitoi 
but it was justified in order to prevent war . * ’ 

Mr. Clynes, of all men, declared that every member 
the Parliamentary Party was prepared to commit hims 
to the policy of “ direct action.” It was a most extj 
ordinary situation, and the fact that the mo derate Tra 
Union leaders supported and advocated this xmconstit 
tional action and were prepared to use the Trade Uni 
Movement to defy the Government could only be explain 
by assuming that they were acting under some emotioi 
impulse. 

When the main resolution had been carried l:tie delegal 
stood in silence for some time to register their cietermii 
tion to abide by it. The last act of this great Oonferei 
was to pay a tribute to the memory of Keir I-Iardie a 
Bruce Glasier, who had so often urged in Intematio; 
Socialist Conferences the policy of a strike agaiixst war. 
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The decisions at this Conference made a tremendous 
impression on the country, and gave rise to a debate in 
the House of Commons in which Mr. Lloyd George 
rigorously attacked Mr. Clynes and Mr. Thomas for 
liaving become the apostles of unconstitutional and 
levolutionary action. Of course, one cannot say what 
iivould have happened if the Council of Action had been 
called upon to put the resolution into effect. Fortunately, 
the necessity never arose, and shortly after the Council of 
Action was dissolved. But I shall always remember that 
Conference in the Central Hall. 
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CHAPTER XXXVIII 

Two Pioneer Socialists 

In the early days of 1919 Labour and Socialist IVEcvt 
merit suffered an irreparable loss in the death of one of ii 
most prominent members. In the early months of th 
War a vacancy occurred in the representation of tli 
Attercliffe Division of Sheffield through the death of tb. 
sitting Labour member. Under the political Truce 
which had been arranged between the political partie 
not to fight by-elections during the War period, Mi 
William Crawford Anderson was returned as an I.L.T 
member to fill the vacancy. 

The death of Mr. Anderson deserves more tham^ s 
passing reference, for not only had he in his short lifi 
done a vast amount of very useful work in the Trad 
Union and Socialist Movements, but he had given prO' 
mise of becoming one of its foremost leaders. “ Willie’ 
Anderson, as he was affectionately called throughout th 
movement, was the son of a Banffshire blacksmith and 
had been apprenticed to a chemist in Glasgow. But his 
energies and abilities could not be confined to dispensiti 
prescriptions behind a chemist’s counter. While stil 
very young he became an organiser for the Shop Assist- 
ants’ Union, a position in which he did a great deal to 
raise the status of this class of workers. But the political 
side of the Labour Movement had an irresistible attraction 
for him, and he soon gave up the work of a Trade Union 
organiser to devote himself mainly to the propaganda of 
the I.L.P., although he continued to give help wherever 
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Ptofi€ 6 T 

a i Uaion was seeking to improve the conditions of 

its -fVicit 51 new force 

The I.L.P. was quick to teco^ h 

had coine into the became insistent. 

visited probably every h^number 

c:ou.ntry, and was instrumen a He was a 

of new brmches _ b He met in pubUc 

Lhate the leaders of ^y ”‘^Xn-and his 

Locess in these encomters added 8'^^^ “ ‘^^^S-the 

andience insisting upon %£’f Tl! P 'from ^to “ ' tqt 3 i 

d S“t.W *^LabrPa% in x’qxs i 
SdTSded at the first National Labour Conf^^s 

(in wew of the -«bi‘S“Thelts 

Conference) for a pacifist, but he discMrg 
with an abiUty and impartiality w 

admiration. He tot «nt mm P— , 

ostriy months of th ^ 51II nartics in 

Position for himself and won the ' 

-tlie House. He made a special study ^ ^ ® wheii 

l^d looked after the interests of the Trade Unions when 

ttiey were menaced by industrial conscrip lo . tv 7 
-tney we short-lived DatLy 

for some time leader wr ^ ^ Labour 

C^ttizen, variety of his activities was a con- 

stant marvel to his admiring faends. 
pacifist members of the War Parliament, he went dow 

at the Coupon Election of 1918. x Ho not think 

Two months after his defeat he died. I do not th 
that his death was in any way due to disappointm 
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the end this observation always came: “We are w£^ 
for the genius who will give to our Socialist Movet 
a hymn of praise and glory like that ! ” 

The great patience with which he endured the 
and suffering of his last illness was to those who waft 
it no less an inspiration than the work of his active yt 
Never a complaint, never a harsh word of criticism, 
his physical frame weakened his rare spirit shone 
with divine radiance, and for him death gave no sting 

grave achieved no victory. 

Among all the noble band who have devoted their 
to the service of humanity, none deserves to be i 
gratefully and affectionately remembered than I 
Glasier. 



CHAPTER XXXIX 

From Blackburn to Colne Valley 

StnTtumc^’to\ecome 
2^' erf" the Zi Election. .Although I tad 
^ heavily defeated 

tan thetran^Id irLnstances a. the 
EMon I should recapture the seat. I.™ ^ 

,e borough as " n of the best and 
jjd my relations with it had away hesitation 

lost to ’once more become 

L^Sf cmditaf Z three years I kept in close 

I, Via f-Vtta ronstituency as the prospective candidate, 
°ZirfreQuent visits and addressing public me^gs. 
S^f which gave evidence of a revival of the old en- 


Iiusiasm. oii+iimn of iq 2I circumstances arose 

,um to an eni j 

eceived a request ir Mv col- 

forkshire to provide them with a c ^ Y 

Sament at the next Election, and they did not share 

ZrrZd m acclp? thfs opening in Colne Wley^ 
The constituency had certain attractions. 
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©rksiiire, not far away from my native place, and^ 
atnre of the constituency and the character of^ 
eople there were quite familiar to me. In the prei,|; 
lirty years I had done a good deal of propaganda iig 
onstituency^ and I was on intimate terms of friend, 
nth all the leading Sodjdisis in the Division. This, 
le constituency which Victor: : Grayson won in- 
ensational Election of 1907. : 

After a good deal of anxious thought, I agreed tc- 
dl with the appeal of my colleagues on the Nai 
Council and to accept the invitation from Colne % 
jrovided my friends at Blackburn would agree to re^ 
ne. The Blackburn Labour Party were extre| 
eluctant to do so, and the private meeting I had h 
he Executive there was a very painful ordeal. Eventf; 

lowever, they agreed, and passed a resolution declai 

. 

hat : 

“It was with the greatest reluctance and regret tliatp> 
Blackburn Labour Party agrees in deference to the advicej 
wishes of the National Council of the I.L.P. to release! 

* 4 

Snowden from his promise to again contest the constitui 
as Labour candidate ; and it tenders to him its grateful thank, 
the work he has done for the Labour and Socialist Movent* 
and more particularly for the many services he has rendered 
the people of Blackburn. They never had a representative 
the House of Commons who gave more time and servioj 
them than Mr. Snowden did during his period of memben 
from 1906 to 1918.” 

Shortly after this decision arrangements were made 
farewell public meeting, at which my wife and I v 
'esented with valuable tokens of goodwill. 

Before I pass away from Blackburn I must pay a 
3rds of tribute to one who during all my years of a* 
tctibn with the borough had been my devoted friel 
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XiA helper. This was Mr. James Frankland, who during 
.11 this time had been the honorary Secretary of the 
^abour Party. He had been brought up as a staunch 
Voxj and Orangeman, but became a convert to Socialism, 
jad from that time to his death he gave the whole of his 
pare time to working for the movement. He was loved 
ly all who knew him for his kindness of heart, his devotion 
o the cause and his unobtrusive work. He took the 
:^liair at this farewell meeting, and said that “ he had been 
:losely associated with me for thirty years, and during 
lie whole of that period there had not been a single 
i:ccasion on which there had been any difference of 
►pinion between us. Not one wrong word had ever 
>assed between us.” He was one of those men, of whom 
Here were many in the Socialist Movement in those days, 
viio were the real builders of the Labour Party. He died 
. few years ago, and the universal respect in which he 
vas held was shown by the vast crowd that attended his 
luneral and lined the streets . 

After my release from Blackburn, I went down to 
Slaithwaite, which is the centre of the Colne Valley 
Division, for a meeting with the Labour Council. I was 
ormally invited to become the candidate. I accepted 
lie invitation. 

Arrangements were made for me to address meetings 
n each of the polling districts. Colne Valley is a widely 
cattered constituency. There are thirty-eight small 
owns and villages, but the bulk of the population live 
ti the two narrow valleys which fork from Huddersfield 
.nd which take their names respectively from the rivers 
Colne and Holme which run through the valleys. The 
Colne Valley extends to Marsden, beyond which stretch 
wild moors which have to be crossed to reach a part of 
he Division which borders on the Lancashire town of 
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At the head of the Holme Valley lies it 
small town of Holmfirth, which was a notorious cenj 
o£ political agitation in the Chartist days, an ^ 
Luddite activity in the opposition to the introductit 
of power-driven machinery in the early days ot 

century. ’ . ^ , ,, f 

These valleys still retain, ^videaxce of the handloo^ 

weaving times in the bare stone cottages with a t * 

storey which had been built to accommodate the ter 

looms. These cottages are built on the steep hilLsi 

and access to them, now that the workers find tt 

occupation in the factories in the valley, is a labora* 

task. Miss Phyllis Bentley, the Yorkshire novelist, whf 

books have given her a well-deserved reputation, has if 

the scene of her novel Inheritance in the Colne Vallfi 

and she gives a description of the district and of tP 

character of the people which is entrancing to those wl' 

know the valley, and, as proved by the success of i; 

book, interesting to a wider circle. 

Colne Valley is a very hard constituency to work, 
reach the electors a candidate must be prepared to tm 
long distances for comparatively small meetings, and 

three or four of these each night during tl 



Election. 

My first experience in the Division as a Parliamente 
candidate would have driven me from the constituem 
if I had not known the people. My preliminary tour; 
the Division, a year before the Election, was most depres 
ing. I found the electors sunk in appalling politic 
apathy. The meetings were sparsely attended ai 
wholly devoid of enthusiasm. There was only one plai 
in the Division where any political propaganda had be 
done for years. When I complained about the deadne 
of the electorate I was told “ it’ll be all reight whf 
t’Election comes; they’ll wakken up then; they doai 
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tliink it worth bothering naah; they say We sail ev 
plenty chances of hearing him at t’Election 

I knew there was a good deal of truth in this , and that 
jijiduced me to stick to it. When the Election came they 
f ‘ wakkened up ”, though they never were roused to wild 
enthusiasm. This reticence in expressing opinions or 
jfeelings in public is a trait in the character of the people 
itn this part of the West Riding. My friend Sir Ben 
iiTTurner, who is a native of Holmfirth, relates in his 
iReminiscences that when the King and Queen visited 
iColne Valley in 1913 one of the Staff Officers who 
[[accompanied them remarked to Ben upon the slack 
, (reception that was being given to their Majesties. He 
[[asked why there was so little cheering. I am sure that 
Ij-this was not due to any lack of loyalty, but was due to 
t|-the habit of the people in restraining the exhibition of 
[j-their feelings in public. I, myself, had the same ex- 
jperience. At my first Election, after the declaration of 
the poll aimouncing my success had been made I left 
1 the Town Hall at Slaithwaite to drive to the Socialist 
[ Hall. I passed through the street. There were numbers 
of people about, half of whom must have voted for me, 
d Tout there was not a single cheer! It might have been a 



funeral procession ! 

There was a particular reason why many of the electors 
liesitated to make known their support of the Labour 

There had been some persecution of active 
Socialists by employers in the early days, and the re- 
collection of this still lingered. 

However, “ it was all reight ” when the Election came 
in November 1922. I was returned by a comfortable 
majority. This result was due in a large measure to the 
Lelp of my wife, who had worked like a Trojan in the 
contest and had made a great impression on the electors, 
particularly upon the women. 
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I fought three Elections in. Colne Valley in three yei 
—four' altogether including the Election of 1929— and: 
each successive Election I increased, my majority ai 



in 1929 I 


meetings were enormous, 
the memorable Election 


and the enthusiasm equal 



Blackburn. 1 





CHAPTER XL 

A Memorable Conference 

I HAVE atteaded scores of Labour and Socialist Con- 
ferences, but I think the most remarkable was that held 
in London on the 13th August 1920. That Conference 
\vas called to consider the serious situation which had 
‘a,iisen through the attack by Poland upon the territory 
of Soviet Russia, a wholly indefensible proceeding which 
tlireatened to involve Great Britain in the conflict. 
jPoland appeared to have been dissatisfied with the 
■frontier which had been accorded to her by the Peace 
; Conference. She demanded from the Soviet Govern- 
I rnent something like 400,000 square kilometres inhabited 
? by about twenty millions of people, which included not 
more than five per cent, of Poles. The action of Poland 
■was wholly unprovoked, and was purely an aggressive 
adventure. Mr. Lloyd George, in speeches delivered in 
■the House of Commons, had created the impression that 
the British Government were contemplating in certain 
circumstances military help to Poland. The Poles had 
been driven back and the Russians had advanced into 
Poland, and there was anxiety concerning the fate of 
XVarsaw. Poland was now threatened by way of reprisals 
■with the very disaster which she had recklessly tried to 
impose upon Russia. This situation caused serious con- 
sternation throughout the whole of the British Labour 
^Movement, which was increased by Mr. Lloyd George’s 
Statement in the House of Commons that “ it was our 
business to prepare for contingencies and to see that the 
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Two Historic Parallels 


Although I shall be anticipating events which did 
happen until ten years later than the period with wl 
I am dealing, I cannot resist the temptation to dta 
parallel between the history of the Coalition Governn 
of 1918-22 and that of the “ National ” Governn 
which was formed in 1931. The circumstances un 
which both Governments obtained their huge Par 
mentary majorities and the course of events during tl 
tenure of office were almost uncanny in their resemblar 


The appeal which Mr. Lloyd George made at the Elect 
of 1918 was in almost the identical words of the app( 
which were made at the Election of 1931 for the si 


ordination of party interests in favour of national uni 
Mr. Lloyd George argued that the country needed 
united Government representing all parties to give 
effective power to deal with the great work of so( 


reconstruction which was so urgently needed, i 
described any party intrigues to destroy the Coalition 
a crime against humanity. He appealed to every secti 
of the electorate without distinction of party to supp 
the Coalition in a policy devised in the interests of 
particular class or section, but for the furtherance of 1 
general good. 

Mr. Lloyd George, in co-operation with Mr. Bonar Le 
issued a programme which promised within a few years 
give “ Britain to the British, social and industrial, and 
establish a happier coimtry for all.” A great agricultu 
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^ogramme was put forward . The Government had very 
l-eat schemes, necessarily involving a large expenditure 
^ public money for the purchase of land for soldiers who 
psired to earn a living in cultivation. A great housing 
|rogramme had also been prepared, and the provision of 
lundreds of thousands of houses was to be advanced with 
|;e utmost rapidity. This programme was paraphrased 
to the Election slogan: “ A Land fit for Heroes. 

In a very short time the popularity of the Coalition 
government began to decline. The by-elections began 
I go against them, and in the four years of the existence 
this Government the Coalition lost 22 seats. But the 
liost significant fact emerging from these by-elections 
S'as the growing strength of the Labour Party in the 
pjountry, in spite of the weak performances of its Parlia- 
Ibentary group. In these by-elections the Laboui Party 
toned 14 seats and retained 7 it had previously held. It 
|?as quite clear that when the General Election came the 
llrength of the Parliamentary Labour Party would be 
preatly increased. 

The successes of the Labour Party were not only due 
to the unpopularity of the Coalition Government, but 
sjvere assisted by a re-organisation of the constitution of 
the Labour Party which had taken place about 1918. Up 
to that time the constitution of the Labour Party had 
remained practically unchanged from the date of its 
formation. It was an affiliation of Trade Unions and 
Socialist Parties, and membership of the Party could only 
be secured through the membership of one of these 
organisations. The reconstituted Labour Party made a 
provision for the formation of constituency Labour 
Parties, and these local Labour Parties were given a 
standing in the National Party, and were entitled to 
irepresentation at the Annual Conferences. They were 
also given a separate representation on the Executive of 
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the National Party. Individuals could now bect| 
members of the Labour Party by joining a local Lal^ 
Party without being members of a National Socisj 

body or of a Trade Union. i jt 

The previous constitution of the Labour Party had b 

such that the Trade Unions by their great numet 
sunerioritY had controlled the votes and decisions of 
Sial Omferences. The Annual Conferences of 
Labour Party were, in fact, a duplication of the T 

Union Gongress. The votes of the Trade Union delej 
at the Labour Party Conferences were used in exactlj 
same w'ay as they were used at the Trade Union Cong 
The system of “ block voting often gave no true 
dication of the views of the individual members of 
organisation. This objectionable practice still surs 
in a very large measure. There is no political part 
the world which has voting arrangements at its Confen 
so unsatisfactory as those of the Labour Party. Tho 
the admission of local Labour Parties to representatio 
the Conferences has not materially changed the vo 
system or reduced the overwhelming power of the Ti 
Unions, it has had the effect of bringing into the C 
ferences a larger number of delegates who contributf 
independent view on the larger question of State poi 
The formation of the local Labour Parties also provi 
machinery for the better electoral organisation of 


constituencies. 

These changes undoubtedly greatly improved 
organisation of the Labour Party in the constituem 
and were, I think, largely responsible for the gre 
success of the Party in the by-elections and in 
General Election following the downfall of the Coali 
Government. The formation of those local Lai 
Parties, which had the selection of Parliamentary 
didates in their hands, also led to the very desii 
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pult of the adoption of a different class of candidate, 
o was responsible to the constituency and not to a 
|tional Trade Union. 

fThe rapid decline of the popularity of the Coalition 
|overnment was mainly due to its failure to satisfy the 
l^ectations which had been created at the General 
Action by its lavish promise of social reconstruction, 
er a time, too, there began to be rumours of a dis- 
^eement among the constituent parts of the Coalition. 

e halo which had surrounded the head of Mr. Lloyd 
feorge at the time of the Coalition Election as ‘ ‘ the man 
0 won the war ” had begun to fade. A section of the 
nservatives began to grow restless under his leadership, 
ip.d were hankering after a return to the party system. 
Iliis revolt found public expression about the beginning 
1922, and by the middle of the year it had assumed 
i>nsiderable dimensions. Conservative Associations at 
at time were passing resolutions declaring their desire 
be free from the Coalition, and in June a number of 
onservative members of Parliament issued a manifesto 
o the Press declaring that the policies of the Coalition 
jovemment were leading the country into chaos, disaster 

End ruin. 

The real reason why the Conservatives desired to break 
feway from the Coalition was their increasing dislike of 
Sfcdr. Lloyd George. Influential Conservative newspapers 
l-egan to take up this campaign against the Prime Minister, 
^r. Austen Chamberlain had entered into a compact 
^th Mr. Lloyd George to continue the Coalition after 
tie next General Election, but the rank and file of the 
Conservative Party were determined that such an arrange- 
fcient should not operate. By October the demand for 
^e break-up of the Coalition had become so, strong that 
fae Party leaders were compelled to take action. A 
atieeting of the Conservative Ministers and members of 
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he House of Commons took place at the Carlton ( 
m the 19th October 1922. Mr. Austen Chambe 
made a strong appeal for continuing co-operation 
those with whom they had been working. But froB 
beginning of the meeting it was clear that the 
Coalitionists were in a large majority. It was at 
meeting that Mr. Bald^ emerged as a possible 
leader of the Conservative Party . He made a sti 
speech condemning Mr. Austen Chamberlain for; 
arrangement which had been made to go to the Elec, 
as a Coalition without consulting the Conservative Pa 
He made a violent attack on Mr. Lloyd George, declai 
that it was his firm conviction that if the Conservai , 
continued to be associated with Mr. Lloyd George 
Party would be smashed to pieces. The outcome of 
meeting was the passing of a resolution which viite 
brought the Coalition Government to an end. 
Bonar Law, who, it has been said, had been relucta 
brought to the meeting, came down on the side aga| 
Mr. Chamberlain, and his speech was decisive. N,: 
in living memory has the fall of a Government cause 
little commotion or evoked so small a measure of 


iividual regret. 


T his is, very briefly and inadequately, the story of 
life and death of the Coalition Government. I have; 
this story of its rise and fall in order to indicate!' 
influence it had upon the future of political parties in ‘ 
country. The story carries many lessons, one of wl. 
is that this country is no more fond of Coalition Govt; 
ments than it was in the days when Disraeli said f 
“ Britain does not love Coalitions.” The Party spirt 
too deeply ingrained in the bones of the British electoi 
to be uprooted. Its history, too, carries a lesson of presf 
lay significance. The Conservative Party at that ti 

568 


Tzoo Historic Puralleh 

n.scious of its strength, was not willing to tolerate a 
ime Minister who was not one of themselves. They 
y. been ready to use him when it served their purpose 
ido so, but when he was no longer an electoral asset to 
gt-m they ruthlessly threw him to the wolves. 
iCinmediately after the decision of this Conservative Party 
ieting Mr. Lloyd George tendered his resignation to 
King, and His Majesty sent for Mr. Bonar Law, who 
cxepted the invitation to form a Ministry. Mr. Austen 
iamberlain had sacrificed his prospects of becoming 
ime Minister through his loyalty to a Cabinet colleague . 
ich loyalty is rare in politics, but loyalty has always been 
ciliaracteristic of Austen Chamberlain. 


Labour a Parliamentary Party 

The General Election of November i922 inarked thcj 
disappearance from British politics of the old Tm-l 
system. In all the previous Parliaments from 190I 
Labour members had been so small in number as 
to be entitled to be regarded as a Party. As I have po( 
out in a previous volume, their electoral successes j 
1906 to 1918 gave little support to the hope that 
Labour Party would become a serious menace to 
older political parties. The practice of alterni 
Liberal and Conservative Governments seemed tc 
fi rmly established in our political system. 

The Labour Party had been slow in reaching 
position of a full-sized Parliamentary Party. Fron 
Election of 1922, however, it emerged as the set 
largest Party in the State. The Liberals had entered t 
this Election as a divided Party. Mr. Lloyd George 
his National Coalition Liberals, and Mr. Asquith’s g 
fought the Election as an independent Party, 
platform recriminations between these two sectior 
the old Liberal Party showed the bitterness of ft 
with which they regarded each other . Mr. Lloyd Geo 
Election speeches indicated that he did not desire reo 
)f the Liberal Party on the old lines. The burden of I 
peeches was the need for a new party which 
jomprise moderate men of all parties which would 
bulwark between reaction on the one hand and revol 
on the other. 



Labour a Parliamentary Party 

I’he result of the General Election, November 1922, 
the Conservative Party in Great Brhain 305 seats; 

» Labour Party 140 ; the Independent Liberals 55 ; and 

^yd George’s UbtrLls 50 seats*. The old Irish National- 
Party had disappeared from the British House of 
y jnm ons owing to the establishment of an independent 
sh Government in the Free State. Including ii 
>nservative votes from Ulster, the Conservatives had a 
ajority of 8o in the new ParUament. But it is interesting 
jd important to note that the Conservatives secured this 
gijority of seats on a considerable minority of votes 
corded. The significance of the change in the strength 
■parties is shown more impressively from an examina- 
jn of the total ’votes cast by the respective parties. 
Hey are worth quoting, not only for that purpose, 
t to illustrate the curious results that can be brought 

iput under our electoral system ; 

■ ' ■ ■ ■ 


% . 




The Conservatives polled . 
The Labour Party . 
Independent Liberals 
Lloyd George’s Liberals 


5.474.533 

4,312,030 

2,651,189 

1,428,478 


The Labour vote exceeded the combined votes of both 
actions of Liberals, and was only 1,162,000 votes below 
lat of the Conservative Party. The Conservatives 
oiled only a little over one-third of the votes cast at this 
iection, and yet they secured a majority of 80 in the 

louse of Commons ! 

The total Labour poll had risen in sixteen years from 

23,195 to 4,312,030 votes. 

The Labour Party in the new Parliament was re- 
:krkable in another respect. In previous Parliaments 
Labour members, with few exceptions, were Trade 
^nion nominees and representatives. Of the 140 mem- 
f€rs returned to the new Parliament not less than 5® 
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were I. L.P. candidates or the nominees of the ^ 
Labour Parties. The new Party contained a larger ele| 
of nhddle-class people and professional men. ThcJ| 
Liberals who had recently come into the Party , inclil 
]y^r. Trevelyan, Mr. Lees-Smith, Mr. Arthur Pons(| 
Mr. Roden Buxton, Mr. Noel Buxton and Mr. 
Morel, had been returned as I. L.P. candidates. Wej 

doctors, lawyers and a parson ! j 

The Labour Party fought the Election on an advi 
programme, which included the revision of the | 
Treaty; Work or Maintenance for the Unempl(| 
the Development of Agriculture ; the Nationalisatiij 
Mines and Railways; a National Housing Scheme | 
the Abolition of Slums ; the Abolition of the Poor | 
and a system of Pensions for Widowed Mothers, h 
sphere of Finance a Capital Levy on fortunes excea 
^5000 ; an increase of the Death Duties and of the Sii; 
Tax ; and exemption from Income-T ax of incomes ti 
^250 a year. I do not think that this programme a 
much impression upon the electorate. The main re 
for the success of the Labour Party was that the coa 
was sick of the Coalition, and “fed up ” with the 
political parties. 

I fought my Election in Colne Valley on four planl 
the record of the Coalition, the Revision of the B 
Treaties, a Capital Levy, and Public Works for dea 
with Unemployment. 

The new Parliament met on Monday, the 20th No\ 
ber 1922, for the election of the Speaker. Parliament 
formally opened by the King three days later. 
King’s Speech contained not one word about a legisi 
programme beyond saying that the measures prepare 
the late Government would be examined afresh, 
absence from the King’s Speech of any legislative 
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osals was in harmony with Mr. Bonar Law’s Election 
rogramme. He had declared that what the country 
■ost needed was tranquillity, and that the new Govern- 
ment proposed to give them. “ The policy I put forward , 
e had said, “ would be regarded as one of inaction. 

^ my aim that it should be so regarded. There are times 

rhen it is good to sit still and go slowly ! ” 

The day before Parliament assembled, the Labour 
aembers met to elect the Party officers for the session, 
"'he I.L.P. section of the Party had met previously to 
Lecide whom they would support for the Chairmanship, 
^r. Clynes, it will be remembered, had held that office 
or two years, and it was known that he would be put 
orward for re-election by the Trade Union membeis. 

■ attended the meeting of the I.L.P. members, which 
^as held at the office in Fleet Street, and took part in the 
conversation as to whom we should support. I was 
Dpposed for several reasons to Mr. MacDonald accepting 
Hie position at that time. He had been out of Parliament 
four years, and Mr. Clynes had held the position of 
Chairman in very difficult circumstances, and had on 
the whole done as well as anyone could be expected to do 
under the conditions prevailing. I felt that it was not 
quite fair to oppose his re-election to the position, at 

least for the forthcoming session. 

IVIy other objection to Mir. IMacDonald taking the chaii 

at this time was that I did not think it likely he would give 
P^rty a vigorous lead. I had seen a good deal of him 
pn such a position when he was Chairman before the ’War, 
knd his passion for intrigue and compromise, and his 
idesire to be regarded as a “ gentleman ” by the other 
Iparties, disqualified him to lead a party which contained 
feo many members who had come into the House of 
fCommons filled with enthusiasm for a fight. It had 
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ome to my knowledge that Mr. MacDonald had k 

canvassing aS^ong his friends for support, , 
he had been especially concerned to get the suppon 
the new Scottish members. During the time that he 

been out of Parliament he had contributed a we 

article to G\ss^ 

he had played up to the Left Mdng, an at^ 
different from that he had pursued when in the Hou! 
Commons in previous Parhaments. At this naeetin 
the I. L.P. members the Scottish contingent were st 
in support of Mr. MacDonald, and even more stro 
opposed to the re-election of Mr. Clynes, against v/ 
they remembered many occasions during the pre^ 
four years when he had not come up to their standai 



the party meeting took place both Mr. Cl 
MacDonald were nominated, and the ele* 
of Mr. MacDonald was carried by a majority of two v 
This meeting was not very fully attended. IVIany o. 
Trade Union members who would have given 
support to Mr. Clynes were unable to reach the I 
meetinsT in time on account of some Trade Union ’ 


wmcn Qeiamcu 


The Scottish members to whom MacDonald owe( 
election were not long in being disillusioned with 
leadership, and within two months he became the o 
of persistent and bitter criticism. I had opposed 
MacDonald’s election because I was convinced tk 


would have been far more useful and far more efte 
in Opposition if he had not had the responsibilil 
leadership at that time. 

Mr. Arthur Henderson was appointed Chief V 
although he was not then in Parliament. He had 
defeated at the General Election. It was expected 
he would very soon find an opportunity to return t. 
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ouse of Commons at a by-election. This hope was soon 
^lised. A vacancy occurred at Newcastle through the 
ieath of a Labour member, who through illness^ never 
Ipd taken his seat in the House of Commons. I went 
liown to Newcastle to support Mr. Henderson. During 
”* r. Henderson’s absence from the House the duties ot 



.hief Whip were undertaken by Mr. Ben Spoor. Mr. 
poor had at one time been a rising hope of the Lab^our 
^.’arty, but failing health led to his premature death three 
|>r four years later. He lived, however, to act as Chiet 
i^hip in the First Labour Government. 




The divided state of the Opposition led to a difficulty 
about who should be regarded as the official Opposition. 
The Labour Party, as the largest of the Opposition 
sections, put in a claim to be recognised as the official 
iPpposition, carrying with it the exclusive occupation o 
idle Front Opposition Bench. The Speaker had to be 
galled in to settle the difficulty. He decided that he 
■%iust take into account the existence of other Parties in 
opposition, and it was ultimately agreed that the seats 
bn the Front Bench should be divided between the 
X/abour Party and the Independent Liberals. The Lloyd 
George Liberals put in no claim to be regarded as a 
section of the Opposition. This arrangement, though 
probably the only thing that could be done in the cir- 

cunistances 5 led to sonie inconvenience. 

V The ex-Cabinet Ministers among the Independent 
Liberals, who were now led by Mr. Asquith, made little 
use of the privilege of sitting on the Front Opposition 
Bench. So far as I can remember. Sir John Simon was 
the only one who regularly sat amongst us. Mr. Asquith 
usually sat on the front bench below the gangway, and 
only came to the box on the Front Opposition Bench 
when he had a speech to deliver. Mr. Lloyd George sat 
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“ remote, a melancholy man ”, in the corner seat on|, 
second bench below the gangway, surveying in silence | 
House which for nearly twenty years he had domma^ 
and over which for some years he had been vir^ 
dictator. It was some time before he began to takej 

active part in the debates. 

Coming back to the House of Commons after I 
years of absence I experienced no new sensations . Tl 
was a new Speaker in the Chair, although I had kiw 
him in former Parliaments as a Chairman of Committ 
The membership of the House had greatly changed, 
former Parliaments the Labour Party had occupie 
rather inconspicuous position on two benches below 
gangway. It now required all the benches above 
gangway to accommodate them. IVIr. Balfour and 
F. E. Smith had been translated to the House of Lo 
IMr. "Winston Churchill was temporarily absent from 
House, having been defeated by a Labour membe 
Dundee. Mr. Baldwin — an inconspicuous member oi 
House in my last Parliament— now occupied the impor 
post of Chancellor of the Exchequer. The only 
member who had attained to Cabinet rank in the meant 
was Sir Philip Cunliffe Lister. 

The ereatest change from former Parliaments I 
known was not merely the increase in numbers but in 
character of the Labour members. From the first 
of the new session they displayed a militancy which 
been lacking in the Labour Party hitherto. The Gei 
Election had returned a large contingent of Soci 
members from Scotland, and they were all membei 
the Independent Labour Party. Glasgow had co] 
buted eight of these members, the County Division 
Lanarkshire five, and from the whole of Scotland t 
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?vere twenty-nine members. It may be mentioned that 
ai the Scottish Labour members, with one exception, 

jv-ere teetotallers . 

Their activity in the House of Commons attracted a 
yood deal of attention in the country. Dundee had re- 
amed Mr. Scrymgeour, a fanatical prohibitionist, w o 
ivas not a member of the Labour Party, but he sat with 
^e Labour Party and acted with them during all the time 
|ie was in the House of Commons . His burning zeal and 
High personal character won for him the respect of all 
parties in the House, although the majority of the mem- 
bers had little sympathy with many of his views. ^^Ihe 
Scottish Labour members— who became known as the 
Clydeside Group ’’—began from the first day to take a 
prominent part in the Parliamentary proceedings . In 
t-he debate upon the King’s Speech, which was the first 
Dusiness of the new session, they competed with each 
pther to catch the Speaker’s eye. They had all been 
Active Socialist propagandists before coming to the House 
of Commons, and it was a great opportunity for them to 
He able to make their speeches with the serried ranks of 
the capitalists in front of them. To those of us who were 
well acquainted with the character of outdoor Socialist 
propaganda, their speeches had a familiar ring. We 
recognised their speeches as having done duty on many 
iprevious occasions. The other parties in the House were 
t”very tolerant of these speeches, and were more enter- 
I tained than indignant at the thundering denunciation of 
i-the capitalist system, which was something new to them. 

By the end of the debate upon the Address most of 
il’the Scottish Labour members had made their maiden 
i speeches, and it was possible to form some idea of theii 
{iquality. The outstanding man amongst them was Mr. 
5 John Wheatley. His first speech marked him out as a 
lernan of exceptional ability, an impression which was 






his later mterventions| 
beginning was promiil 

the proceedings, but in those days he made 1| 

on upon the House of Commons . Mr. E, | 
tYw^v.x, who had defeated Mr. Winston Churchila 
Dundee, was of a very different type from the majffj 
of the new Labour members. He had come into pii._ 
prominence hy his critical attitude to the Wax, 
served a term of six months’ imprisonment for a no^ 
offence against the Defence of the Realm Act. Hej 
never been a Socialist nor taken any part in distincra 
Labour propaganda. I well remember the effect 
first speech in the House of Commons made upon 
Tory Party. They had heard of him through his \] 
time activities, and had imagined him to be a wild 
ignorant person. On the contrary he was a man of 
pressive appearance, a cultured speaker, and an attrac 
debater. I remember Lord Robert Cecil, after , 
Morel’s first speech, expressing to me his great surf 
to find Mr. Morel so different from what he had expec 
But, apart from Mr. Wheatley and Mr. Morel, 
Scottish Labour members did not impress the Hous 
Commons with their ability. They delivered count 
platform speeches filled with vague generalities. 1 
would perhaps have done better if they had waited i 
they had gained a little Parliamentary experience, 
their constituents in Glasgow were expecting then 
stir things up, and that they certainly succeeded in dc 
The first debate in the new Parliament centred lar 
round the question of unemployment. On the sec 
day of the debate I made my first speech in the 
Parliament. I had no reason to be dissatisfied witl 
reception either in the House or in the Press next 
This was the occasion when, after speaking for more 
an hour, members called upon me to 


go on. 
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ji the leading newspapers, in describing this incident, 
remarked that “ Memory conld be rarisacked without 
result for an occasion when any man of lesser rank ttia 
3. Prime Minister was shouted at by the House of Com- 
mons to ‘go on ’ when he had been speaking or an 

hour and had hinted that he ought to stop.” 

The points of my speech, in which I analysed e 

hauses of normal and abnormal unemployment, were at 
that time unfamiliar, but they have since become the 
Commonplaces in all discussions on the unemployment 

m. I expressed the view that normal unemploy- 
tment would in the future become greater, if tendencies 
at work were to be allowed to continue to operate without 
^control, because of the fiercer international competition 
iand the rationalisation of industry. I advocated the 
i development of our national resources, such as Ian , 
[.transport and housing, and insisted on the expenditure 
V of money only on immediately or prospectively re- 
,i;riiunerative schemes. As to abnonnal unmploy^nt 
t which was largely due to the conditions left y t e ar, 

: I admitted that the remedy was not wholly within our 
e own control. The first remedy was the establishment 
:1 of peace in Europe and the recovery of foreign trade. I 
\ advocated the abandonment of reparations and war debts, 
II which were a curse to the country which paid them and 
I a curse to the country which received them. I advocated 
1 the recognition of the Soviet Government, not from any 
,ii sympathy with Bolshevism— which I described as a 
rotten thing ’’—but because I believed that Russia 


r ij;: . * W ^ 

0, offered great possibilities for British trade, 
nt After I sat down I received a note from the Speaker 
1 which read: “ Allow me to thank you very warmly for 
di your speech. Such a contribution raises our debates to 
til a higher standard.” And my friend Mr. J. H. Thomas 
0 also passed along a note with these characteristic words : 
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Dear Philip, if you never made another speech', 
rtisfiedV” I had spoken from Mr. Lloyd Geo^ 
omer seat on the second bench below the gangway 
Iways regarded this as the best position in the Hi 
rom which to speak, and I always tried to get it wb 
)ing to TTTiahp a speech . One is better able to c 
L the House from this position than from any o 
LUC Chamber of the House of Commons is very i 
:onstmcted from the point of view of both the sp 
he audience. Wherever one stands he is boui 
a fairly considerable part of the House behind 
taken Mr. Lloyd George s seat on this oc 
)ecause it happened to be vacant. Mr. Lloyd G 
;ame into the House shortly after I had started speaii| 
nd took the comer seat just across the gangway. 
sat down he leaned across and shook me warmly byj 
,and. Next day Mr. MacDonald invited me to ocq 
seat on the front Opposition Bench. I 

Sir Laming Worthington-Evans, who followed j 
emarked upon the change in my style of speaking si 
; was last in the House. Next day all the newspaf 
ook this line of comment. “ Those with memorie 





said one journal, “ marvelled at the change which 1 
come over this Labour orator. They recalled the acidul 
attack made on capitalism, the passionately cold sarc 
with which he formerly inveighed against establis 
order, the contempt he poured on old forms of poll 
thought. Time has brought its mellowing influen 
I was not conscious of any change in my style, 
explanation of these comments was that the occasion 
not call for an aggressive style. There had been 
provocation, and my purpose in this speech wai 
convert the other side, and not to criticize them. 


CHAPTER XLIIl 

A Memorable Debate 





y-R rnain incident with which I w’as associated during 
session of IQ2^ was the famous debate on Socialism 
Jwhich Sir Alfred Mond appeared conspicuously. Thj^ 
ebate aroused greater interest both in the House itsel an 
alSthe country than any other debate on a private member s 
i|ption within living memory . I had won first place in a 
Jllot for private members’ motions, thanks to the act^ 
Sir Nicholas Gratton Doyle. We were at the table 
^gether about to sign the book. Sir Nicholas was in 
ront of me, and stepped aside and said “You come 
t.” I mildly protested, but accepted his invitation, 
it turned out, the number against my name was drawn 
ior first place. If Sir Nicholas had not given way for me 
would have won the ballot and the Socialist debate 
^ould never have taken place. I had been in the House 
i^£ Commons for thirteen years, and had never before 
^«en successful in a ballot. But, strange to say, *e 
llowing week I drew first place in a ballot for a inotion 
* on going into Committee on the Navy Estimates. 

When the Speaker called my name in the first case I 
Ltmounced that that day fortnight I would call attention 
iO the failure of the capitalist system and move a resolution, 
lit was on my own responsibility that I announced this 
ixibject. The Executive of the Parliamentary Labour 
Party had a list of subjects from which members successful 
tt the ballot might choose, but I ignored this list and 
iecided upon a debate upon Socialism. Up to this time 
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never been fully 

was an occasion tw 
Hardie had a brief o 
He had taken his chani 

^ of being able to 

his motion could be called, 

for a Select Committee to enc^mii 

• 



system of — * * — ^ , 

debate occupied all the time up to twenty-hve m 

before the House was due to adjourn. Har le n 
half-past eleven, and managed in twenty inmutes 1 
in some arguments directed against trusts, landlord 
millionaires. His motion was seconded formally bi 
Richard Bell, then the Secretary of the Railway Ser 
Union. Mr. Bell was not a Socialist, but he sea 
Mr. Hardie’s motion to put it in order for the di 
At five minutes to twelve Sir Frederick Banbury r( 
talk out the motion. “ Assuming ”, he said, “ tha 
subject is worth speaking upon at all, the twent 
minutes which have been devoted to the questio: 
not sufEcient to inaugurate a Socialist Commonwe 


He went on speaking until midnight, when, as the o 
report records: “ the debate stood adjourned.” I 
adjourned for twenty-two years ! 

The interest in the debate I was to raise was, as I 


said, intense, both in Parliament and in the coi 

- / * 

For a v/eek before it took place the newspapers 
paragraphs and articles every day, and membe 
Parliament were inundated with requests from 
constituents for tickets for the Strangers’ Gallery. S 
ists from all parts of the country were ready to co] 
London for this historic occasion if they could bf 
of gai nin g admission. On the day the debate V\ 
take place the Outer Lobbies were crowded with me 
women who had come down in the vain expectatio: 
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some fortunate accident they might be able to get 

Ijiission to the House. ^ 

||n those days the debates on private members motions 

ire taken at a quarter past eight, and only two hours 

three-quarters were allowed for them. As the time 

the opening of the debate on a private member s 

Aion fell within the dinner hour such debates were 

u^ally carried on to empty benches . But on this o ccasion 

fenabers took an early dinner, and at a quarter past eight 

jnen I rose to open the debate the House was packed, 

pmbers crowded into the side galleries, and all the 

telic galleries were uncomfortably full. Two hours and 

^e-quarters is an absurdly short tune to discuss such 

Iwide and important question as this. At the opening 

I the sitting that day. Sir Laming Worthington-^^ans 

ad asked the Prime Minister whether, in view of the 

leat interest that was being taken in the Socialist debate, 

would agree to give further time for its discussion. 

j . Bonar Law replied that he was aware of the great 

Merest which was being taken in the House and in the 

oxintry in this debate, and he was willing to set apart the 

irliole of another day for the continuation of the debate. 

The motion which I submitted to the House was in the 

ollowing terms : 

“In view of the failure of the capitalist system adequately to 
■utilise and organise natural resources and productive power or 
to provide the necessary standard of life for vast nuinbers of 
the population, and believing that the cause of this failure lies 
in the private ownership and control of the means of production 
and distribution, this House declares that legislative effort should 
be directed to the gradual supersession of the capitalist system 
by an industrial and social order based on the public ownership 
and democratic control of the instruments of pioduction and 

distribution.” 

Cl moving this resolution I spoke for nn hour, and was 
stened to with the keenest attention. Many members 
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of the House had never before heard the case for Sod 



It is difficult in a few paragraphs to summarise a s| 
of an hour’s duration, or even to give a clear indi( 
of the lines of my arguments. The terms of the resoi 
itself might be taken as a summary of the case for S 
ism. I took each point in the resolution, and sii] 
facts and arguments in support of it. The vast ini 
in productive power during the nineteenth centur 
not brought proportionate benefits to the mass t 

the benefits had accrued mainly to a 
of the population, and had left a massi 
population in a condition not much better than wb 
productivity of their labour was enormously sn 
Private enterprise had assumed the function of nsr 
industry for personal profit, and not as a public se 
Such a system did not satisfy the test by whicl 
economic system must be judged, namely, “D( 
deliver the goods? ’’ '' Does it fulfil its functic 

“ Does it distribute its production fairly among 

oopulation ? 


X JU 

There was no difficulty, of course, in producing! 
dant evidence from the facts of the social condition c 
people in support of the contention that the econ 
system did not satisfy these tests. The evils ol 
capitalist system had during the previous seventy 
been somewhat modified by legislative interference 
laws protecting the work-people from the consequent 
unbridled competition; by the protection of the 
sumer against adulteration and against exploitation, 
experience had proved that mere regulation was 
enough, and the State had been reluctantly but necess 
compelled to take many essential services under p 
ownership and management, until hundreds of mil 
of capital was now owned and managed by public bo 
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X’Hs tendency of legislation was an admission that 
jduction and distribution was essentially a social 
-vice, and should be under social control. But these 
ajnges and experiments were too slow and rnust be 
ptened. Socialists advocated no revolution by violence, 
r did we propose confiscation. That was the longest 
^ to obtain an object, and it was certain to end in 
ister. Socialism deprecated violence, knowing that 
5cess could only depend on the gradual conversion of 
5 people to their ideals. We advocated that the 
tociples of Socialism which were already embodied in 
Ir social system should be gradually extended until the 
ixduction and distribution of necessary commodities 
^d be under public ownership and control. Capital- 
p has tacitly admitted that competition was not a good 
by the "formation of trusts and combines aimed at 

I elimination of competition. 

Socialism is inevitably the next stage of social and 
loaomic organisation. The form of social organisation 
pa mainly determined by the methods of production. 
Tien the unit of capital needed for production was 
lall, and when it was generally within the reach of 
eiy craftsman, the system of individual ownership was 
e best social arrangement. But the industrial revolution 
sd changed all that, and reduced the workers to a 
®ition of having to depend for the opportunity to work 
Son the owners of large aggregations of capital. This 
d created antagonism between the owners of the 
pital and the workers, and reduced the position of the 
irkers to one of practical servitude. There must be 
iPmony between all the factors in production and 
stribution in a just system of economic and social 
ganisation. To establish such a condition was the aim 
Socialism, a condition where there would be har- 
bnious co-operation between all who were engaged in 

5^5 
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tHs work. It was the aim of Socialism to establisli 

a iust system by making all who v/ere engaged i 

ioint owners and co-operators in producinj 





„„ resdation was seconded by Mr. Tom Jo 
one of the Scottish Socialist menibeis, who ™ th 
of Famard, a Glasgow Sodalist jonmal. He end 
speech with a final description of the present sy. 
Starvation in the midst of plenty, hunger m the 

Johnston sat down Sir Alfred Mod, 
to move Hs amendment, which was m the folk 

terms : 

“This House, believing that the abolition of private. 

in the means of production and distribution would imp. 

the people and aggravate existing evils, is unalterably o] 
to any scheme of legislation which would deprive the h 
the benefits of individual initiative, and believing that far 
ing measures of social redress may be accomplished \ 
overturning the present basis of society, is resolved to pn 
oroDOsals which, by removing the evil effects of monopf 
IzL, will conduce to the well-being of the people.” 

Sir Alfred Mond made an extremely clever and an 
speech. No member of the House could have g 
more effective reply. He carefully avoided dealinj 
the case for Socialism which I had put forward 

the method of presenting a burlesque of f 
ism and then ridiculing it. He assumed that w( 
advocating the establishment of a full Socialist St 
a revolution on a Saturday afternoon and having Soi 

order on Monday morning. Mond 




in 

far better tban that, for I had often had converi 
with him on Socialism which was a subject he thon 

But he also understood the audience ! 



addressing that evening, and he knew that three-q- 
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them had no knowledge at all of its scientific basis ; 
i so he adopted the method of argumentum ad 

m 

ile brought out the usual criticisms of Socialism which 
i no relation to the subject and so often had been 
mtted. Socialism would reduce men to one deaii leve 
i destroy all initiative and enterprise . He showed how 
iculous it was to divide up the wealth of the country, 
i pointed out how Socialism had been tried in Chma 
D years before and had ended in a dismal failure ! He 
nted to luiow if, under Socialism, there would be no 
philitic children, no drunkards and no children of 
unkards. He pretended that Socialism aimed at the 
struction of capital, and worked out the idea at 
it the capitalists were almost universal today, and tlmt 
khe aggregate a large amount of capital was owned by 
Lie of moderate means. The idea of making money 
fc of labour is a fallacy, he said, and then he sent t e 
|use into convulsions by declaring “ I can make money 

^here!” , 

*rhe one substantial point that he made yras that when 

dts of capital became very large it was impossible for 

^iness management to effectively direct them. e 

kctically a few years later destroyed this argument by 

rming one of the largest amalgamations m British 

dustry — Imperial Chemicals. 

His speech undoubtedly was a great success from the 
unt of view of the opponents of our resolution , and next 
the capitalist press hailed it as a crushing exposure 
i: the fallacies of Socialism. That evening’s famous 
Ibate was concluded by a speech by Sir Philip Cunliffe 
feter. President of the Board of Trade, and then the 
iijoumment of the debate was moved by Sir John Simon, 
libe resumed at a later date. 

lilt was not until three months later— on the loth July 
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—that the Government fonnd time tor the commit: 
of the debate. The whole of that sitting was devot 
its discussion. A number of very excellent speeches 
made. Mr. Clynes, Mr. Dan Irvmg (a v^ old Soa 

Mr. Arthur Henderson, and Mr. MacDoiia spo 

support of the Socialist motion. Mr. Lloyd Georgf 

Mr. Amery (who, I believe, in Ws Hnivemity day| 

something of a Socialist) and Sir John Simon spo| 

opposition. Mr. Lloyd George’s speech was partimi 

interesting, and was the only speech delivered in 0{^ 

tion to our motion which really faced up to the 

He pointed out that speeches in opposition to the 

had been confined to trying to demolish the case ■ 

This, he declared. 


in my opening speech, 
sufficient. They had got to admit the difficultiaa 

injustices of the existing system and the inevitahlei 

which were associated with it, and to put fonV(^ 

practical alternative which would remove the evi 

monopoly and waste . Those who were anxious to preps 

the present system ought to be the most anxious to re| 

the evils which arose from it. ^ ^ 

At eleven o’clock the division was* taken, and there 

for the Socialist resolution 123 and against it 369 men| 
Thus ended a memorable debate, the 
which will live in the memories of those who listeni 
it. This debate had created enormous interest ak 
particularly in the United States, Canada and the 1 
Dominions. Papers like the New York Times de»* 
front-page columns of descriptive account. 

The fact that the British Government had regardef' 
matter so seriously as to offer the time of the Hoit^ 
Commons for its discussion led them to assume^ 

Socialism had now become the big issue in British pol:'’ 

>■ 
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CHAPTER XLIV 
Labour Forms a Government 

eW incidents of importance occurred during the Parlia- 
Lentary Session of 1923 apart from the death of Mr. 
pnar Law and the appointment of Mr. Baldwin to the 
remiership. The emergence of Mr. Baldwin from what 
have described as the comparative obscurity of a private 
Lember to the Premiership and leadership of the Conser- 
utive Party is one of those strange incidents which it is 
Hficult to explain. I was not in Parliament during the 
ioalition Government and I cannot say, therefore, whether 
© made any impression on the House as President of the 
pard of Trade, but he certainly was not a well-known 
plitical figure in the country . His case is similar in many 
rays to that of Sir Henry Campbell-Bannerman. Both 
wed their elevation to Party leadership to existing divi- 
Ipns within their respective Parties, and both displayed 
Capacity in their high positions far beyond what had been 

psipected. 

Mr. Baldwin, who previous to his appointment to the 
*3remiership was Chancellor of the Exchequer, had piC" 
Esnted the Budget for 1923 in the previous month. When 
t© reconstructed his Ministry a very surprising thin^ 
Lappened. He offered the Chancellorship to Mr. Reginald 
/IcKenna, who was Chairman of the Midland Bank. Mr 
idcKenna, whose Liberalism had been for a long time 
uspect, was still considered a Free Trader; and the 
(iiblic could not understand why Mr. Baldwin, who was 
, strong Protectionist, should wish to have Mr . McKenna 
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^that the Government found time for the contim 

of the debate. The whole of that sitting was devoK 
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incidents of importance occurred during the Parlia- 
laentary Session of 1923 apart from the death of Mr. 
►onar Law and the appointment of Mr. Baldwin to the 
remiership. The emergence of Mr. Baldwin from what 
have described as the comparative obscurity of a private 
member to the Premiership and leadership of the Conser- 
ative Party is one of those strange incidents which it is 
liEcult to explain. I was not in Parliament during the 
oalition Government and I cannot say, therefore, whether 
|e made any impression on the House as President of the 
^ard of Trade, but he certainly was not a well-known 
Political figure in the country. His case is similar in many 
rays to that of Sir Henry Campbell-Bannerman. Both 
*vyed their elevation to Party leadership to existing divi- 
iions within their respective Parties, and both displayed 
i capacity in their high positions far beyond what had been 

^Kpected. 

Mr. Baldwin, who previous to his appointment to the 
pr emi ership was Chancellor of the Exchequer, had pre- 
ented the Budget for 1923 in the previous month. When 
le reconstructed his Ministry a very surprising thing 
lappened . He offered the Chancellorship to Mr . Reginald 
McKenna, who was Chairman of the Midland Bank. Mr. 
k^cKenna, whose Liberalism had been for a long time 
uspect, was still considered a Free Trader; and the 
►ublic could not understand why Mr. Baldwin, who was 
i. strong Protectionist, should wish to have Mr. McKenna 
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in a Key pusuiuu in ms «^auiuct. The invitation to 

McKenna caused not only surprise but a good de^ 














^ . 

Mr. Baldwin for some time after his appointment to 

Premiership nominally retdned the post of Chancellc 
the Exchequer pending Mr. McKema’s decision oii 
invitation. He left the conduct of his Budget through 

House of Commons to Sir WiUiam Johnsm-Hicks, 
was Financial Secretary to the Treasury. Joyn^n 
made a favourable impression on the House of Cora 
by the skill with which he discharged this difficult 
He showed a grasp of the financial problems involved, 
displayed an urbanity which won universal approba^^ 
He was bitterly disappointed at not being given the Cj 
cellorship. I remember a conversation I had at that 
with him when I congratulated him upon his suco 
Financial Secretary, and he replied; “ A great man; 
my Conservative friends think that Mr. Baldwin need 
have gone outside the Party to find a Chancellor whe 
had within it a man who had proved his capacity foij 
position”. It was not until August of that year 

X < /• t -v-n -I 

Mr. 

definitely 

Yf ^ m/ I 

convenient excuse of ill-health. IMr. Neville Chambcij 
was made Chancellor, and Sir William Joynson-Hicksj 
given consolation by being appointed Minister of 

with a seat in the Cabinet. • 

In October of this year (1923) Mr. Baldwin spraij 
surprise upon the country with a speech at Plymii 
vhich indicated that he was thinking about a Geni 
ilection on the question of Protection. The Conserva; 
‘arty at that time were under a pledge given by Mr. Be 
Law at the previous General Election that within the 1 
time of the existing Parliament no steps would be tal 
to fundamentally change the fiscal policy of the coua 
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3. his Plymouth speech Mr. Baldwin said that he ha 
^me to realise that the unemployment question was the 
iost crucial problem before the country. He was willing 
a fight it, but could not fight it without weapons. He 
kd come to the conclusion that “ if we go on pottering 
long as we are we shall have grave unemployment wit^ 
L to the end of time. I have come to the conclusion , 


Cv/ VJLJLV/ a,..-.-,.— — ^ — - * • < 

said, “ that the only way of fighting this subject is by 
detecting the home market. I am not a clever man.^ 
live days later at Swansea he went a step farther and 
laborated his declaration that protection of the home 
oarket was the only remedy for unemployment. 

|.,When Parliament met on the 13th November Mr. 
ialdwin informed the House of Commons that he had 
Cached a definite conclusion on the subject of memploy- 
ient. He was not prepared to continue in office unless 
ke could get a mandate from the country for a Protectionist 
^licy. Two days later he defined his Protectionist policy 
ii greater detail to the House of Commons, and concluded 
|y announcing that he had advised the Crown to dissolve 
l^arliament. A momentous General Election followed : an 
Election which was fought solely on the question of Pro- 
iction, and which led to a result which made the Labour 

Party the Government of the country. 

The General Election following Mr. Baldwin’s decision 
i^o appeal to the country on the question of Protection was 
iield on the 6th December 1923. The Lab om Party 
manifesto on which its candidates fought this ection 
^aUenged the Tariff policy and the whole conception ut 
iconomic relations underlying it. “ Tariffs ”, they de- 
glared, are not a remedy for unemployment . They are 
impediment to the free interchange of goods and ser- 
^ces upon which civilised society rests. They foster a 

kpirit of profiteering, materialism and selfishness, poison 
^e life of nations , lead to corruption in politics, promote 


are 
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trusts aud monopolies, and impoverish the people, 
perpetrate inequalities in the distribution of the w( 
wealth won by the labour of hands and brain. 

The Liberal Party were, of course, equally oppos 
Protection. The result of this General Election was 
the Conservatives lost nearly lOO seats and returnee 
members; the Liberals (who had now become nomi 
united) won about 40 seats and returned 158 mem 
and the Labour Party increased its membership 0 
House of Commons from 144 to 191 . This result w 
overwhelming defeat for Protection, and the magn 
q£ ibe victory is seen even more strikingly than 11 
number of seats won by Free Trade candidates ii 
total number of votes recorded for Free Trade and 
tection respectively. The Conservatives polled 5,54 
and the Free Trade candidates 8,722,706 votes. Ne\ 
the history of this country, when a definite issue was 
mitted to the electors, had they given a more dec 

verdict. 

It will be noted that the position left by the Gei 
Election gave no Party a majority of votes in the Hou 
Commons. If His Majesty’s Government were t( 
carried on under these circumstances it was obvious 
some arrangement or understanding would have t( 
made between Parties. There were four possible coi 
— a Conservative Government relying for support v 
an arrangement with the Liberal Party; an arranger 
between the Conservatives and the Labour Party 
’•angement between the Labour Party and the Libe: 
'lational Government where the Ministry was dr 
m members of all the three Parties. The sec 
d fourth of these possibilities were clearly out of 
question. The Labour Party would not for a mor 
enter into arrangements with the Conservatives, an 
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smed equally improbable that the Liberals would agree 
keep in office a protectionist Conservative Government, 
iter the recent experience of the Coalition Government 
return to anything of that sort was equally improbable, 
tiere remained, as the only course, a Labour Govern- 
ent maintained in office by some understanding with the 
iberal Party. In view of the closeness of the aggregate 
ites of the Labour and Liberal Parties, neither Party 
uld afford to treat the other with superiority, 
it is difficult to convey an impression of the sensation 
[rich was created in political circles, and indeed through- 
it the country, at the possibility of a Labour Govem- 
ent. Two years before such an event seemed far remote. 

0 change in the political situation had ever before in such 
short time happened in British politics. The Con- 
irvative newspapers made frantic appeals to Mr. Asquith 

1 save the country from such a disaster. 

The situation was clarified in a speech made by Mr. 
squith on the i8th December to the Liberal members of 
arliament. He declared that the Liberal Party would not 
lake any alliance or arrangement with the Conservatives, 
^en Parliament met the Liberals would take the first 
pportunity of dismissing the Conservatives from office, 
[e expected that the Labour Party, as the second largest 
arty in Parliament, would assume the responsibility of 
sverning, and in that event he could assure them that the 
liberals would do nothing wantonly to hamper the course 
f government. Mr. Lloyd George expressed his com- 
lete agreement with the position as stated by Mr . Asquith. 
The National Executive of the Labour Party had met 
a the I2th December, and adopted a resolution declaring 
lat should the necessity arise the Party should undertake 
le responsibility of forming a Government. It is difficult 
> see what other course could have been adopted by the 
labour Party. If they had declined to take office, and 
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stepped aside to permit the Liberals to do so, it ’v 
obviously have been regarded as an act of cowa 
indicating that they felt themselves incompetent to ui 

take such a responsibility. 

About this time Mr. MacDonald was writing ar 
and making speeches in the country, in which lie 

making statements not calculated to promote friendly 
tions with the Liberals, on whose support he would 
to rely if he took office. In an article in the New Le 
the organ of the I.L.P., of 14th December on the Ge 
Election he said : “ The Liberals fought us generally 
a petty nastiness . The common report from our ci 
dates is that the dirtiest hitting came from Li 
opponents.” 

The Conservative Government decided not to n 
in consequence of the Election results, but to meet Pi 
ment. This was, no doubt, the correct constitut 
thing to do, as the Conservatives were the largest Par 
the House. 

The evening before the day when the National Execi 
if the Labour Party decided that the Labour Party sh 
take office should the opportunity arise, a few of us m 
Imner at Sidney Webb’s house to discuss the situai 
There were present Mr. MacDonald, Mr. Hender 
Mr. Webb, Mr. Clynes, Mr. Thomas and myself, 
aews was in the evening papers that Mr. Baldwin 
decided to meet Parliament. Mr. MacDonald expre 
intense relief at the news, as it left open the possibility 
arrangements might be made by which he would not 1 
to accept the responsibility of forming a Government, 
said tnat he was dismayed at the prospect of havin 
take office. This probably explained why, since 
Election, he had taken the line in his writings and speei 
of doing what he could to antagonise the Liberal Pt 
He told us that he had been looking through the lis 

594 


LabouT Fotms u Goverufftent 

tbour M.P.’s, and was appalled at the poorness of the 
iterial. 

I had a good deal of sympathy with him in the tremen- 
us which seemed likely to fall upon him. It was a 
pspect which nobody could envy him. The Labour 
ity was composed in the majority of new and undis- 
jrlined members who would expect the Labour Govem- 
bit to do all sorts of impossible things . Vv^e discussed 
great length the question of whether, if called upon, we 
>uld form a Government, and ultimately agreed, for the 
asons I have already stated, that we had no choice but 

do so. 

The talk then turned upon what our policy and pro- 
amme as a Government should be. There was a general 
reement that the Capital Levy had now become an 
jctoral millstone, and that the financial and trade con- 
tion of the country was such as to make the proposal 
ipracticable. We agreed that something would have to 
! done with the National Debt problem, and we con- 
iered that the best course to take would be to appoint 
Committee to enquire into the whole problem. If this 
ommittee reported against the Capital Levy we should 
•op it; but if the report was favourable to such a scheme 
e would give a pledge not to adopt it until the country 
id given a Parliamentary majority in favour of it. 

The conversation turned uporr what we might be able 
do in the first session. There would be two courses 
)en to us. We might use the opportunity for a demon- 
ration and introduce some bold Socialist measures, know- 
g, of course, that we should be defeated upon them, 
ben we could go to the country with this illustration of 
bat we would do if we had a Socialist majority. This 
is a course which had been urged by the extreme wing 
the Party, but it was not a policy which commended 
ielf to reasonable opinion. I urged very strongly to this 
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meeting that we should not adopt an extirein® polic} 

confine our legislative proposals to measure! 

to be able to carry. It was no use g( 

swelled head and imagining that we were 
must remember that we were less than one 

of Commons. We must show the country 

not under the domination of the 'Wild men. 

ifraid that we should have a good 
of trouble with the extreme section, who •would press i 

us and expect us to do all kinds of ^ 

Mr. Thomas emphatically agreed "with my view. 
Henderson pointed out that w'e should be t>ound by ( 
ference resolutions, and particularly by ttie resolutic 

increase unemployment pay to ^2 a week. 

We tentatively agreed that we should, recognise 
So\’iet Government, but ■we left over the consideratic 
the conditions until we were in office. We agreed tha 
must at once take administrative action to remove cei 
injustices in the Unemployment Insurance , particul 
to remove the gap. In regard to finance, I was as 
■what I thought -were the possibilities of reducing taxat 
If I went to the Exchequer I was anxious not to i 
expectations which I might be unable to fulfil, so 1 1 
possibly we might be able to reduce the food tax 
Nothing was said about the allocation of Minish 
offices beyond that this should be left -to the Pr 
Minister, Webb urging that we should follow in 1 
respect the usual constitutional practice. In the coursi 
general conversation, Henderson, who ■was not thei 

of Parliament (having again been defeated at 

expressed willingness -to go to 
Lords as a life peer. That raised the quest 
our representation in the House of Lords . Under 
there ■would have to be at least two Secretaries of St 
Chamber. It would be necessary to create pc 
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^ meet that condition, and wc all agreed that in the 

lection of men for that elevation we should try as far 

possible to choose men who would not have an heir 

that the peerage should not be permanent. 

penderson and I went home together, as we 

ew doors of each other. When we parted, Henderson 

% 

.ressed some misgiving about leaving the appointment 
Ministers wholly to MacDonald, and hoped that he 
uld consult us freely upon this important matter 
.ally coming to a decision . 

After this meeting Mr. MacDonald went to Losaie 
Ibuth, which is a small fishing village on the Morayshire 
past. Here he spent his time drawing up 
I his Ministerial appointments. 

l At Christmas-time Mr. Henderson and his son came 
iwn to see us at Tilford and stayed for the week-end. 
lenderson was very full of the political situation, and had 
patently been in correspondence with MacDoi 
e formation of the probable Labour Government 
bnald had written to him to say that he had drafted two 
ireliminary lists of Cabinet and 
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he he had left Henderson out 
landing that he should devote himself to organising 
^arty in the country. In the other list he put 
lown as Chairman of Ways and Means! '1 
nggestion outraged Henderson. It certain 
ive, and I considered that Henderson’s indignation 
istified. It showed what 
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ould do sometimes. The office of Chair 
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;We talked about possible men to fill the various 
had been generally assumed that Lord 
d a member of the Labour Government 
fas not a member of the Party, but he 
derable sympathy with it, and had addre 
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Henderson said 
had expressed a pre: 

Henderson, who ^ 

.j, various people, said that 

Office to Sidney Webb, w 

Thiomas hi 



It was 


„ . . not a first-class Secretaryship. MacO otna d h 
Henderson that he had definitely decided comb: 

Premiership and the Foreign Office, and that: Olynes 
be given the post of Lord Privy Seal in order tliat he 
have leisure to lead the House in MacDonald s al 


So far as Henderson knew, MacDonald "vvas go 
appoint non-Trade Unionists to all the best office 
he anticipated that there would be strong resentmer 
the Trade Union section, who would consider tha 
numerical strength in the Party and their financia 
tributions to it entitled them to a large share : 


Ministerial posts. 

Both Henderson and myself in these convers 
expressed our resentment at MacDonald’s secreci 
thought that he ought to be in London in regulai 
sultation with his colleagues. Henderson ttiought tl 
ought to have sought from MacDonald -tlnat ni^ 
Webb’s some indication of how he proposecd to fi 
particular offices. Henderson’s temper is m.ercuria 
at this time he was not very friendly towards IVIacD( 
But the relations between the two have never beer 
cordial. On each side there is some excuse. 

Mr. Lloyd George, who is a near neighbour of 
in the country, called in the afternoon of 3rd JT anuary 
The talk naturally turned on the political situation, 
name of Lord Grey cropped up, and LloydL Georg( 
that Grey was not being consulted by Asquith, aboi 
action of the Liberal Party. In regard to the po 
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gis and the likelihood of a Labour Government, Lloyd 
sorge said that MacDonald’s vanity might ^he 

hour Government. This expectation was 
kin twelve months. 

an indication of the fear with which the Conservatives 
brded the advent of a Labour Government, it may be 
Uioned that the City of London Conservative and 
lionist Associations sent to the Press on 2nd January a 
ter they had addressed to Mr. Baldwin urging that the 
ksemtive Party should support a Liberal Government 
order to exclude Labour from office. Mr. Baldwin 
jlied that co-operation was impossible in view of Mr. 
■quith’s speech at the National Liberal Club on the i8th 
jcember, in which he had stated that the Liberal Party 
,uld enter into no sort of alliance or arrangement with 
; Conservatives . 

The meeting of the new Parliament had been fixed for 
5 8th of January. Mr. MacDonald had returned to 
mdon a few days before this date, and although I had 
communication with him I learnt from other sources 
at he was busy putting the finishing touches to the 
aft of his Cabinet. On the morning of this date Mr. 
mderson looked in on his way to his office to tcll^ me 
at he had seen Mr. MacDonald. It was definitely " 
at I was to go to the Exchequer. I 
m from Mr. MacDonald of this. 

Minister of Labour, with Miss Bondfield as 
cretary. MacDonald had offered Henderson 
Plenderson was indignant at this 
y'-election as a War Minister when he held the 
;*resident of the Socialist International 
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enemy with material for attack. 

It the War Office job. Pie would 
ee, which would leave him free to 
r headquarters in Eccleston Squar 
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Henderson, had changed his mind about the Colon 
had been looking up precedence, and he thought 
post of the Colonies was higher in precedence 
War Office or the Admiralty. But Thomas had said 
if he could not have the Colonies he would dem 
Home Office. 

MacDonald proposed to put General Thomson 
Lords as Air Minister, and might make Cecil Wilso 
member for Attercliffe, an Under-Secretary in the 
in order to give Henderson a by-election at Attei 
In the sketch Cabinet MacDonald had left 
Shaw altogether from any office. This seemed 
but Henderson assured me it was a fact. MacDon 
also the idea of making Trevelyan Health Minis 
eould not accept this rumour, knowing as I dii 
MacDonald thought of Trevelyan’s capacity. 

Walsh had been put down as Chancellor of the 
Lancaster. 






I thought there was little foundation for some 
rumours, and as the events turned out this pro vet 
the fact. 



Parliament met in the afternoon of this day (8th Ja 
I saw MacDonald for a moment in the Lobby, but 
nothing at all to me about Ministerial appointment 
The next few days were occupied by the swearin 
members, and it was not until 15th January 
Commons got down to business. Two days later 
January, Mr. Clynes moved the Labour Amendrn 
the Address, which was very brief. It read: 
duty to submit to Your Majesty that Your 
present advisers have not the confidence of this Li 
Mr. Asquith followed Mr. Clynes, and made a 
which settled the fate of the Conservative Governmt 
prepared the way for the coming of the Labour Par 
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cc. -‘■Vif. ^gquith took it for granted that the Amend- 

be carried, that Mr. Baldwin would resign, 
.r « King would summon Mr. MacDonald to 

JKab 


^ Government. 

r. -Asquith’s speech is an historic document. I wish 











space to reproduce it in full, but I must quote 

parts of it if only to explain his views about the 

cedented situation in which the House of Commons 
itself. 

think” [he said], “and I am sure I shall have with me the 
^ at majority of the House, that it is plam that when an ad- 
ipjinistration so situated resigns, the Party which naturally and 
)erly succeeds to the task, if it is minded to undertake it, is 
Party that is numerically preponderant in the Opposition, 
problem, of course, was relatively a simple one in the old 
/s, though it is a mistake to suppose, historically, that the 
led. two-party system was ever really water-tight. In the 
... ^ days of the nineteenth century there was a rift of opinion 
in the Tory Party on the subject of Catholic emancipation, 
.which had a constant and very disturbing effect on the com- 
osition of Governments. After the repeal of the Com Laws 
n 1846, the Peelites, as they were called, a small but exception- 
ally able and, I may add, highly elusive body of gentlemen, 
gave the orthodox Whig leaders, Lord John Russell and Lord 
Palmerston, who did not like to live with them, but could not 
■e without them, cause for perpetual anxiety. . . . Under the 
csent conditions, unexampled as they are — though they are 
unlikely to recur, as far as I can forecast the future, and in 
dding for them we must consider very carefully the methods 
adopt 1 think there is no ground for departing from the 






normal usage, and if the Labour Party is willing, as I understand 
it is, to assume the burden of office in such conditions, it has the 

undoubted right to claim it. 

hon. friend the Leader of the Opposition (Mr. Mac- 
aid) has more than once said in public that it is not an envi- 

I will go further ; I will say that it is not a task that 
far-seeing man would consent to undertake except under 
strong compelling sense of public duty. Of that I am perfectly 
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Lt it is not an ordinary case 

one party to another. the seate 

the installation of a Soci^t ^ovei^ melancholy p 
mighty. Few people who have not Jiad Je / P 

of reading my post-bag for the last mon .rieeligible r 
prospect means to a large and by no mean 


^'*’0^ J — ^ TTIA 

our feliow-subjects. ^ J® i^^i^eria. 

manifestations of an epidemic of pohtica ^ intum 

standing my own compromising past, I have t> ^ / 

these weeks, cajoled, wheedled, almost caresse » , 

ened, browbeaten, and all but blackmaile 

‘saviour of society.’ _ 

“I can remember that in the Parliament o± 9 

in the gloomiest of tones, but with the 
only that our country houses would be clos^, , wb 
more importance, that British capital see ow lags 

themselves-was going to take the wings of the morning 
away from this tax-ridden country to the more avourei 
of investment imder foreign skies. All these ttiiiigs repea 
selves. I, having seen the coun^ survive some, at ar 
of these successive shocks of ruin, real or imaginary, 
altogether to believe that the sun is going to set on the 
and prosperity of Great Britain on the evening of the da 
my hon. friend the Iheader of the Labour I^3.rty takes 1 

on the Treasury Bench. 

“I have spoken, of course, at a respectful distance ah 
Conservative Party. I can speak with more intimacy and 
ledge of my own Party, and l am perfectly certain that t 
majority, if not the whole, of the Liberal IParty woiil 
repudiated such a combination. Indeed, the only peop 
would have benefited by it, and, therefore, ought to ha 
corned it, are the Labour Party. If I could dive into the 
•ecesses of their bosoms I am perfectly certain I shoa 

I* ..*t .*■ n ^ ^ « I 


hat they were 


<■> ' w 

j at die thought of this combi 

bid for tivo very good reasons. In the first place, it 
elieve them of certain very obvious embarrassments, 
lay even at this moment be causing a certain amount of i 
Tot only so, but, what is more important, it would haves 
m tens and hundreds of thousands of votes in the c 
far as I am concerned, as I have already publicly dec 
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“What is the real situation? Nothing can be more absurd 
han the contention that, because by voting for this Amendment 
■■ou turn out the present Government the House of Commons 
5 giving a blank cheque, a free letter of licence, to tire successors 
if the Government to do what they please witli the interests and 
be institutions of the country. Nobody knows better than the 
>eader of the Labour Party that that is an absurd contention. 
[They, like the rest of us — ^we are not in this matter our own 
Masters — are and shall be limited by the Parliamentary condi- 
tons which the Election has created. We of the Liberal Party 
xe deeply and sincerely pledged to give no more countenance 
o a Socialistic experiment than to a Protectionist experiment. 
Ve are not going to be false to those pledges, as will be seen if 
and when we are put to the test. I am speaking what everyone 
inows to be true when I say that, with a House of Commons 
Constituted as this House is, it is idle to talk of tlie imminent 
tangers of a Socialist rdgime. In legislation, as in all important 
matters of administration, the House of Commons is and must 



bmain supreme. 

f “In the meantime, difficult as the conditions are, the King’s 
government must be carried on. The present Administration 
|re disqualified by the judgment of the country— a judgment 
Ihich they themselves invited. As I have already said, their 
natural and appropriate successors in existing conditions are the 
■.^abour Party. It is the duty of every patriotic man and 
! say without doubt or hesitation, to do what they can, 

Sacrifice of principle or honour, to facilitate their task, 
lot, and cannot be, any question of coalition or of fusion. The 
iifferences which divide us on fundamental issues of national 
iolicy cannot be bridged or veiled by insincere accommodation. 
Jut, and this is my final word, in the important sphere of social 
egislation, where progressive thought has grasped the same 
deals, and is ready to proceed for their attainment to great 
Ingths on common lines, there is no reason why there should 
lot be co-operation, not merely between the Liberal Party and 
be Labour Party, but, I would hope, real co-operation between 
ixge numbers of all parties.” 


C have quoted these extracts of Mr. Asquith’s speech 
:ause they state so admirably and so clearly the existing 



position, both as to the prevailing state of political oj 
the difficulties of the situation, and the attitude 
Liberals to the prospective Labour Government. 

The vote of lack of confidence in the Governniei 
carried by 328 to 256 votes. Next day, the 22nd Ja 
Mr. Baldwin announced to the House of Common 
he had tendered his resignation to the King and ti 
Majesty had accepted it, and the House adjouri 
i2th February. The King sent for Mr. MacD 
who became Prime Minister, and with unprecei: 
expedition the Labour Government was formed, 
same day the list of names of the Labour Cabini 

issued. 

It had come at last ! Few of us who had toiled tl 
the years to achieve this object had expected to 
realised in our lifetime. It was true that the first 1 
Government was brought into existence by acci 
circumstances and not by the will of the major 
the electorate. Labour was in office, but not in j 
and it depended for its continuance in office upc 
good-will and support of a Party with which it had 
in political conflict from the time of the inception 
Labour Party. The future of the Labour Goverj 
depended upon whether it realised the difficulties ai 
limitations of its position. It did not, as I have saic 
its accession to office to the support of a majority 
electorate to a Socialist policy. It had no mandi 
carry out far-reaching Socialist schemes, but it was 
position to carry through the House of Commons scl 
of social reform which were common to the Liben 
the Labour Parties. The immediate future would ( 
how far such co-operation was possible. 

Two days before Mr. Baldwin resigned, Mr. Mad 
called into his room at the House those members < 
House of Commons he proposed to include in the Ca 
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time I had had no formal invitation to join the 
but it had been assumed that I should t^e 

o^^ce of Chancellor of the Exchequer . At this meeting 

^ r^IacIDonald threw across the table to me a pencilled 
e ■'Written on an envelope which said : “ I want formally 
a,sk yon to accept the office of Chancellor to the Ex- 

I nodded my acceptance. I should think 
X& "vvould be no precedent for such an informal offer 
I acceptance of a Cabinet post. 


Cbc question we had to decide at this meeting was our 
it to Buckingham Palace to receive our Seals of Office. 
IVlaurice Hanlcey, the Secretary to the Cabinet and the 
jrk to the Privy Coimcil, now came upon the scene, 
was very much concerned that we should go through 
t ceremony at the Palace with due regard to all the 
iventional proprieties. The first difficulty which arose 
s about dress. The instructions were that we should 
t on. frock-coats and wear silk hats. Several of the 
asp active Cabinet Ministers lived in the provinces and 
d no residence in London. They had no clothes in 
mdon except the suits in which they stood. There 

no time to get new clothes; there was nothing for 
but to go to the Palace in their working attire. The 
uation was placed before Lord Stamfordham, the 
ng’s Private Secretary, who was a great stickler for 
mr t etiquette, but eventually he had to agree that the 
aal conditions should be set aside, and several of the 
w Cabinet Ministers went to the Palace in ordinary 
inge suits. Other members appeared to have been 
ccessful and managed to drag from some obscurity a 
ek-coat and silk hat which might have been fashionable 
feneration before. 

Sir Maurice Hankey, who was extremely anxious that 
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there should be no hitch in the proceedings, I 
through two or three rehearsals of the ceremony • 
thing, however, passed off without a hitch, 

Sir Maurice Hankey’s relief. I was unable to conf< 
the condition of a frock-coat. I had once possess^ 
but some time before I had sent it to a jumble 9 

managed, however, to find a morning coat and 

hat. 


The following is a list of the first Labour ^ 
Ministers : 


Prime Minister and Foreign Sec 
retary 

Lord Privy Seal 

Lord President of the Council 

Lord Chancellor 
Chancellor of the Exchequer 
Home Secretary 
Colonial Secretary . ^ . 

First Lord of the Admiralty 
Secretary for War 
Secretary for Air 


Secretary for India . . . 

President of the Board of Trade . 
Minister of Health . . 

Minister of Agriculture . 
Secretary for Scotland 
President of the Board of Educa- 
tion . . • • 

Minister of Labour . . 

Postmaster- General . 

Chancellor of the Duchy of Lan- 

caster 

First Commissioner of Works 


Mr. J. Ramsay Mac! 
Mr. J. R. Clynes 
Lord Parmoor 
Viscount Haldane 
Mr. Philip Snowden 
Mr. Arthur Renders 
Mr. J. H. Thomas 
Viscount Chelmsford 
Mr. Stephen Walsh 
Brigadier C. Birdwc 
Thomson 
Sir Sydney Olivier 
Mr. Sidney Webb 
Mr. John Wheatley 
Mr. Noel Buxton 
Mr. William Adanasi 


Mr. Charles P. Trev 
Mr. Thomas Shaw 
Mr. Vernon Hartshc 


Col. Josiah Wedgwo 
Mr. F. W. Jowett 



Of the twenty members constituting this 
thirteen belonged to the non-Trade Union 
Labour Party. There were seven who were 
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every aristocrat and steal all their property- ^ I trie 
pacify her by assuring her that the prospective LaU 
Government had not yet decided what its first adminisi 
five act would be, but if it should decide to realise! 
fears it would be able to plead a good many histoii 
precedents on the part of her ancestors. I finally assuj 
her, however, that it was not likely that Iner peisoi 
safety would be in jeopardy, and she went aii 

happy. 

About half the minor offices were distributed amo 
Trade Union members, and the other half w^'ere gh 
to the non-Trade Union element. Some surprise « 
caused by the absence of the name of Mr. Lansbuiy fn 
the new Minis try. I was told that Mr. MacDonald I 
offered Mr. Lansbury an Under-Secretaryship 'withou 
seat in the Cabinet, and Mr. Lansbury had indignaii 
declined the offer. 

I think, on the whole, Mr. MacDonald had made 
best of the material at his service. Only one Labi 
member of the Government had previously held 
Cabinet post. Mr. Henderson had been a member 
the War Cabinet in the Coalition Government, and I 
other members of the new Cabinet had held subordir 
positions in that Government. Mr. MacDonald was v 
in including in his Cabinet one member who had ha 
long Cabinet experience, namely Lord Haldane. T1 
was no member of the Labour Party who was qualii 
to take the position of Lord Chancellor. As it turned i 
Lord Haldane’s long experience proved to be of 
greatest service to the inexperienced Labour Govi 
ment. Lord Haldane, as I have said, had never bee 
member of the Labour Party, but he was in symp! 
with many of its ideals. During the construction of 
Cabinet he had expressed, he told me after, a desin 
take the India Office, but his legal qualifications obvioi 
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I think, on the whole, Mr. MacDonald had made 
best of the material at his service. Only one Labi 
member of the Government had previously held 
Cabinet post. Mr. Henderson had been a member 
the War Cabinet in the Coalition Government, and I 
other members of the new Cabinet had held subordir 
positions in that Government. Mr. MacDonald was v 
in including in his Cabinet one member who had ha 
long Cabinet experience, namely Lord Haldane. T1 
was no member of the Labour Party who was quali: 
to take the position of Lord Chancellor. As it turned i 
Lord Haldane’s long experience proved to be of 
greatest service to the inexperienced Labour Govi 
ment. Lord Haldane, as I have said, had never be( 
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ted him for the post of Lord. Chancellor an office he 
d held in Mr. Asquith’s Government. He told me, 
;o,and I believe he makes the statement in his “ Reminis- 
nces , ’ ’ that the main reasons which induced him to j oin 
e Labour Government were that he might help in a 
nvard education policy and in the development of a 
.tional scheme of electricity generation, and distribution, 
e often expressed to me his keen disappointment that 
e Labour Government did not use him more for con- 

ructive work on these two great problems. 

During the time Lord Chelmsford held office as First 
ord of the Admiralty he did not concern himself with 
atters outside his own Department. I was brought 
osely in contact with him in the protracted negotiations 
hich annually take place between the Admiralty and 
le Exchequer on the Navy Estimates. Lord Parmoor 
ad only recently joined the Labour Party, and his 
aversion was something of a phenomenon. He had 
een a high Tory and a devoted Churchman — the last 
lan in the world, one would expect, to ever become 
ientified with the Socialist movement. He had become 
ssociated with our movement during the War mainly 
lecause of our opposition to conscription and our defence 
if civil rights. He had a very kindly and sympathetic 
lature. He held very strong Free Trade views, and I 
paid always count upon him to support me in defence 

f that policy. 

! General Thomson, who afterwards became Lord 
fhomson, was another member of the Cabinet who had 
some into the Socialist movement because of his strong 
lissatisfaction with the Peace Treaties. He had acted as 
he of the military advisers at the Paris Conference. I 
(Fell remember my first introduction to him. He called 
it the Independent Labour Party’s office one day shortly 
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fter the end of the War, when I was acting as editor o t 
lublications department, to submit to me a manuscri 
if a book on the consequences of the Peace ' 

he future relations of European countries . ^ I publisli 
he book for him under the title Old Europe’s t^mcice. 


The only other member of the Cabinet to wh-om at i 
point I may make a special reference was Mr- Tom Sha 
Mr. Shaw was bom within five miles of my native phi 
and had lived in that district up to the time of his retiii 
to Parliament in 1918. Mr. Shaw was an official of: 
Lancashire Weavers’ Association and Secretary of 4 
International Textile Federation. He had liimself bt| 
a weaver. He was entirely self-educated, and had tau| 
himself French and German, which he spoke, I am h 
by those who are qualified to judge, with, remarkal 
fluency. His office in the Government — ^that of Minis! 
of Labour — ^wus not one which anybody would ti 
except under a sense of duty. The Minister of Laboi 
has very limited powers, and he has to bear the odiii 
of a great deal of popular criticism on matters for wtiii 
he is not directly responsible. 

There was one misfit among the minor appointmeni 
and that was the case of Mr. Frank Hodges. IVIr . Hodgi 
interests were in industrial questions, and he was qui 
out of place as a Civil Lord of the Admiralty . His grc 
ability was v/asted in such an appointment. 

The Labour Party was very weak in the House 
Lords, and it was necessary that it should have rep 
sentatives of the Government in that Chamber. Ii 
nediately after the formation of the Government, peeraj 
vere conferred upon Sir Sidney Olivier, General Thomsi 
ind Mr. Sydney Arnold (who had been appointed Undi 
Secretary for the Colonies). Neither Olivier nor Thoms 
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^or Akirxiold. avcitc mcmbdrs of tfio Iiou.sc of C^oixiirious* 
their elevation to the peerage had been contemplated 
?hen they were appointed to office. The inclusion of 
)livier in the Government as Secretary of State for India 
id caused som-e surprise. He was a member of the 
fabian Society, and one of the original Fabian Essayists. 

[e was a permanent Civil Servant attached to the Colonial 
and for some years before the formation of the 
^bour Government he had been Governor of Jamaica, 
|here he had been regarded as an outstanding success. 
|e had not, however, since the early days of the Fabian 
lociety taken any part in Socialist activities. He had, 

considerable administrative gifts, but as a 
he was hampered by a voice and articulation 
made him almost unintelligible. His old Fabian 
illeague, Mr. Sidney Webb, had come into the Labour 
bvernment as President of the Board of Trade. Mr. 
ebb, too, had great administrative ability and had 
jained a wide experience as a member of the London 
ounty Council, where for many years he had been 
kairman of some of its important committees. 

Mr. Clynes had been appointed Lord Privy Seal, an 
ffice to which no departmental duties are attached. This 
eaves the holder of the office free to assist the Cabinet by 
king up any special work which may arise. As Mr. 
acDonald held the two offices of Prime Minister and 
oreign Secretary, it was obvious that he would not have 
me to put in a full attendance on the Bench during the 
ittings of the House of Commons. So Mr. Clynes had 
jjssigned to him the duty of Deputy Leader of the House 
|f Commons. Mr. Austen Chamberlain in the later days 
f the Coalition Government had held this office, and had 
Iso acted as Deputy Leader of the House. The usual 
attached to the office of Lord Privy Seal is Izooo 
year, but in view of the added duties of leadership 
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received /cooo a year, and 

* «illlpii«p m .-W — — — ^ ____ 

precedent was followed in the case of Mr. Clynes. 

vxTr\ nf Prime TVlinister 


w . . — - 

Foreign Secretary, but received the salary of one o 
so there was a saving of j^zooo a year m tne 



of ministerial salaries. 


CHAPTER XLV 

First Experiences of Office 






iFTER the members of the Cabinet had been sworn in on 
morning of Wednesday, the 23rd January 1924, the 
[rst meeting of the Cabinet was held that day at 4 o ’clock 
a the afternoon. After the ceremony at Buckingham 
’alace the Ministers went to their respective Departments 

0 make the acquaintance of their permanent officials, 
had often been in the Chancellor’s room at the Treasury, 

there I went to meet the officials. The only official 
whom I was personally acquainted was Sir Warren 
fisher, the Secretary to the Treasury, with whom I had 
leen on friendly terms for some years. I had already 

to take over as my two Private Secretaries the 
tecials who had served the previous Chancellor. My 
principal Private Secretary, Mr. P. J. Grigg (now Sir 
|ames Grigg) is now the Financial Minister of the Indian 
povernment, a high position he has reached by excep- 
ional merit. My second Secretary, Mr. Donald Fergusson, 
a man of sound judgment whose advice was always 
?orth consideration. He is now the Chancellor’s principal 
rivate Secretary. 

1 On the evening of the day I assumed office, a secretary 
^me into my room to say that the Governor of the Bank 
fould like to present his compliments to the new 
lolitical head of the Treasury. 

I had not previously met Mr. Norman, but I had a 
■ague idea of what a Governor of the Bank of England 
to look like. I had seen caricatures in the Socialist 
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Mr. Chamberlain had received ,£5000 a year, and 
precedent was followed in the case of Mr, Clynes. 
MacDonald held the two offices of Prime IVlinister 
Foreign Secretary, but received the salary of one c 

® *" * -•-in t]ni» 

only, so there was a saving of £2000 a year m tne 
of ministerial salaries. 



CHAPTER XLV 

First Experiences of Office 

kPTER the members of the Cabinet had been sworn in on 
[le morning of Wednesday, the 23rd January 1924, the 
Irst meeting of the Cabinet was held that day at 4 o’clock 
1 the afternoon. After the ceremony at Buckingham 
'alace the Ministers went to their respective Departments 
0 make the acquaintance of their permanent officials, 
had often been in the Chancellor’s room at the Treasury, 
nd there I went to meet the officials. The only official 
ifith whom I was personally acquainted was Sir Warren 
Usher, the Secretary to the Treasury, with whom I had 
leen on friendly terms for some years. I had already 
Ranged to take over as my two Private Secretaries the 
ffiicials who had served the previous Chancellor. My 
irincipal Private Secretary, Mr. P. J. Grigg (now Sir 
^ames Grigg) is now the Financial Minister of the Indian 
jovernment, a high position he has reached by excep- 
tonal merit. My second Secretary, Mr. Donald Fergusson, 
ras a man of sound judgment whose advice was always 
jrorth consideration. He is now the Chancellor’s principal 
Private Secretary. 

On the evening of the day I assumed office, a secretary 
?me into my room to say that the Governor of the Bank 
irould like to present his compliments to the new 
lolitical head of the Treasury. 

I had not previously met Mr. Norman, but I had a 
ague idea of what a Governor of the Bank of England 
lUght to look like. I had seen caricatures in the Socialist 
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Press of the typical financier — ^the ^ 

fisted, high-nosed individual whose active brain ha i 

off every trace of hair from the summit of heac 

Piank VV'Ollld look 



There came into the room a man so differ'ent ! 
have stepped out of the frame of a portrait: of a hands 

courtier of the Middle Ages. 

It took but a short acquaintance with IVtr- Norma 
know that his external appearance was the bodily 
pression of one of the kindliest natures and. most s 
pathetic hearts it has been my privilege to know, 
not remember clearly what we talked ab out at that 
interview. But the impression his character made r 


much of 



me still vividly remains. 

A Chancellor of the Exchequer sees 
“ Governor ”, or perhaps it would be more correc 
say that the Governor sees much of the Chancellor, 
is well known that the relations between the fi'ca 
and the Bank are close and intimate. They are prob 
much more intimate today than in the past, for j 
political problems and financial problems are nov 
interwoven. 

It was said of a great statesman in the Victorian 
that he had the “ international mind ”. How truly 
may be said of the present Governor of the Ban 
England! To him, more than to any statesmai 
Europe, is the credit due for the partial restoratio 
the economic conditions of Europe from the ' 
collapse in the years following the War. 

I never hear un informed remarks about the callouj 
of international finance but I think of the injustice ' 
through ignorance to the high and unselfish motiw 
the Governor of the Bank. I think of the prolonged 
herculean efforts he has exerted to bring internat: 
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nice to aid the ruined countries of the Continent to 
establish their economic life. 

iVhether Mr. Norman’s policy and actions have been 
tit or wrong, whether he has made mistakes or not, 

1 thing is indisputable — no man with great respon- 
ilities ever tried more faithfully to discharge them with 
; single aim of promoting national and international 
11-being. 

dr. Norman has in abundant measure the quality of 
piring confidence. He is something more than a 
league to those with whom he is associated. He is a 

:nd. 

[ know nothing at all about his politics . I do not know 
he has any. A man’s real politics arise from his 
aperament and feeling. And the Governor’s nature is 
lentially democratic. I should say that he hates 
ibbery and class distinctions. 

It is related of him that when he returned from the 
uth African War, where he had won the D.S.O., he was 
it by his own people at the railway station with a brass 
ad and other marks of honour . A carriage from which 
; horses had been taken was waiting to convey him to 
i home . The men in the shafts , when they happened 
look round, saw the hero of the occasion helping to 
ish the empty carriage from behind! An incident, 
lether true or not, quite characteristic of the man. 

This is not the place to deal much further with Mr. 
liman’s work and policy, nor with the criticism of that 
licy, but I want to say, after four years of intimate and 
aost daily association with him, that I am sure his 
)rk as Governor of the Bank of England, especially 
developing the principles of central banking and 
:ernational financial co-operation, deserve the recogni- 
n which posterity will accord to him. 
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When I took office the Controller of Finance at; 
Treasury was Sir Otto Niemeyer, who soon after letti 
Treasury to take up an important and lucrative post ? 
the Bank of England. Sir Otto Niemeyer was one of 
ablest Civil Servants I have met in the course of 
official experience. Shortly after my appointment I ' 
dining with Mr. Asquith, and he asked me what I thou 
of Niemeyer. Mr. Asquith said that he had. come 
contact with him in the course of an Arbitration betw 










and Canadian Governments on some quest 
eadjustment of financial liability between the 

Mr. Asquith was the Chairman of 
“ When I opened the proceedings,” s 
“ there was a formidable gathering 
representing the Canadian Governnient. I s 
seemed to be representing the Bril 




Government. I enquired if the British Government i 
represented, and by whom.'* A boyish-looking per 
rose from the back of the room and said that he ref 
seated the British Treasury.” This was ISTienieyer. ! 
Asquith asked him if it would not be well if he had 
assistance of counsel. Niemeyer modestly replied I 
he thought he could manage without. In relating’ 
incident to me Mr. Asquith said : “ It is a long time si 
I was at the Bar and my memory may be dim, bi 
cannot remember m the whole course of my career at 
Bar a case which was conducted with such ability ; 
convincing power as Niemeyer’s conduct of this c 
When he had finished stating the case for the Bri 
Treasury there were not two sides in the matter, 
only one, and I had no hesitation in giving the Awar( 
the British Treasury.” 

It was on that occasion that Mr. Asquith told me 1 
he considered the post of Chancellor of the Excheq 
the easiest job in the Government. That might li 




First Experiences of Office 

en the case when Mr. Asquith was Chancellor in the 
jrs before the War, when the Chancellor had little to do 
:ept to supervise the Estimates and to prepare his 
idget. But it is certainly not the case today. The 
ancial problems left by the War, and the enormous 
)Wth of the activities of every Government Depart- 
int, have made the work of the Chancellor of the 
chequer the most arduous in the Government. It 
s in the course of this conversation that Mr. Asquith 
rned me not to divulge the proposals of my Budget 
my Cabinet colleagues until the morning of the day 
len the Budget was to be presented to the House of 
immons. “ If you do ”, he said, “ it will all be in 
i newspapers in a few hours.” 

The Treasury buildings in Whitehall are the shabbiest 
all the Government offices. In fact, their disreputable 
adition is a disgrace to the State. The offices of the 
ending Departments, like the War Office and the 
Imiralty, are palatial by comparison. The room of the 
lancellor of the Exchequer, which is reached through 
ine-flagged passages, is all right when you get there, 
is a large room overlooking the Horse Guards Parade, 
d was formerly the room where the Council of State 
;t. The gilded throne on which the Sovereign sat 
len he presided over the Council is still there on an 
rated dais. The large table which occupies the centre 
the room is said to be the table round which the 
smbers of the East India Company used to sit. There 
a full set of William and Mary chairs , which I under- 
nd are very valuable. In the centre of this table there 
w rests the battered dispatch case in which Mr, 
adstone used to carry his Budget Speech to the House 
Commons. This box has in the corner the letters 
1. G.”, and nobody appears to know what they mean. 
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After I had made the acquaintance cn xx.j. 
officials I went downstairs to the Cabinet Room at N( 
for the first meeting of the Labour Cabinet. No 

Street, including the Cabinet Room, is a 
of the Treasury buildings, and provides less accoimu 
tion for the Prime Minister’s staff and work than evei 
Exchequer. I am sure there cannot be elsewhere it 
world a Council of State Room so inadequate as 
Cabinet Room at Downing Street. There are t\v 
three rooms adjacent to the Cabinet Room ^ 

of the Prime Minister’s Secretaries and statt.^ 
Cabinet Room is occupied by an oblong table which 
the whole floor space, leaving just sufficient room fo 
chairs the Ministers occupy. There is scarcely roo: 
pass between these chairs and the wall, and it is dif 
for Ministers to see or hear any of their ^ colleagues 
those in front of them and in their immediate neight 

hood. 


There has been a revolution in Cabinet procedure 
the days before the War. We have been told that in 
days the Cabinet met without any agenda of busi 
it had no secretary; and no notes or memoranda 
prepared as a record of the proceedings. It is saic 
Mr. Gladstone, when Prime Minister, always in: 
that any pencilled notes which might have been tab 
members of the Cabinet during the proceedings s 
be destroyed before the meeting was closed . If any i 
of the decisions of the Cabinet was kept in those 
it must have been confined to the Prime Minister’s 1 
to the Sovereign. In the course of a discussion c 
question of Cabinet secrecy in the House of ! 
on the aist December 1932, a letter whicb was v 
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1 1882 by Lord Hartington’s Private Secretary to the 
rivate Secretary of the then Prime Minister was read. 
Le letter was in these terms : 

“My dear Eddy, 

‘ ‘ Harcourt and Chamberlain have both been here this morning 
and at my chief about yesterday’s Cabinet proceedings. They 
cannot agree about what occurred. There must have been some 
decision, as Bright’s resignation shows. My chief has told me 
to ask you what the devil was decided, for he’ll be damned if 
he knows. Will you ask Mr. G. [that is, Mr. Gladstone] in more 
conventional and less pungent tones ? 

“Yours for ever ” 


I do not know how the Cabinet was able to conduct 
s business under the conditions which prevailed before 
le War. Everybody who has had experience of com- 
littee meetings where a large amount of business is 
onsidered must know how difficult it is to remember 


recisely what happened, and members of the com- 
in the absence of a record of the proceedings 
irry away with them various impressions. By the time 
le next meeting is held there are probably as many 
Qpressions of what was agreed to as there were members 
F the committee present. 

There is no need for me to explain the system of 
hbinet Records which is now in operation. It has been 
pne by others quite as competent as I am. The Secre- 
of the Cabinet is now a large office with a consider- 
|le staff. The old tradition of absolute secrecy on what 
place in the Cabinet has to some extent been 
in these latter days, and I do not see how this 
very well be prevented in view of the fact that 
lestions are being constantly asked in the House of 
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which, the 



Commons on c^aomet 
Minister is expected to give a rep y. operative eit 

Decisions of the Cabinet which have ^ 

must of necessity eventua y e the discussi 

it is important to ^ varioL views which are 

in tke Cabmet and of h Minutes, as o4 


pressed by Ministers. .'""''“"I" ' of the decisk 

have pointed out, are wn _ discussions . There 

occasions when a MmisJ:er dissents vey 

Tke Labour 

reports give rnere statcincnt tt 

Mtker.0 " tefn bXwith a list .i 

meeting of report was ampl 

bXXoX die Labour G^er^ien^ to stat^ 

xxtsliredXdrfr ; as 

ing to the Press a mere notification that a Cabinet Me 
had been held, with the names of the Ministers pre 

has been revived. 


Parliament at the time when the Labour Cover. 

took ofBce was no. in session, and did ^ “ 
I2th of February. In the meantime the Cabin 
frequent meetings to prepare its legislative progri 

for the session. _ 

The Ministers got to work in their respective D 

ments and, full of enthusiasm, began to dmft sober 

reform which fell within their province. One of tt 

coUective acts of the Government was the de jure 

nition of the Russian Government. The Note intii 

to the Soviet Government that the British Gover 

was prepared to recognise them was dispatched ( 
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8t February and published in the British Press the 
jllowing day. This Note laid down the conditions of 
^cognition. The two principal ones were — that it was 
fthe utmost importance to come to an understanding 
etween the two Governments on the problem of the 
attlement of existing claims by the Government and 
|tionals of one party against the other, and the restora- 
iia of Russian credit; and the other had relation to 
ropaganda. If genuine friendly relations were to be 
ompletely established all suspicion must be removed 
lat their Government was carrying on propaganda 
gainst our interests and directed at overthrowing our 
Istitutions. The British Government, therefore, sug- 
ested that! the Russian Government should send over 
i) London at the earliest possible date representatives 
med with full powers to discuss these matters, and to 
[raw up the preliminary basis of a complete treaty to 
^tle all questions outstanding between the two countries . 

The British Government did not consider it to be 




cessary to wait the meeting of Parliament to confirm 
s act of de jure recognition, as both the Labour and 
iberal Parties at the General Election had expressed 
eir approval of such a course. When Parliament met, 
r. Asquith, on behalf of the Liberal Party, expressed 
fflch satisfaction at the announcement of the Govern- 
iCnt that they were dejure recognising the Soviet Govern- 
ent, and Mr. Baldwin, who, of course, as Leader of the 
position, had to say something critical about the 
ion of the Government in this matter, was very luke- 
rm in his objection. 


CHAPTER XLVI 

Preparing the Estimates 

I HAD gone to the Exchequer at a rather unfortunate 
of the year. The Estimates for the various Service! 
the coming financial year (which began on ist April) 
been prepared and were practically ready for subinis 
to the House of Commons when the late Govenir 
was dismissed from office. My first task was to over 
these Estimates and to see what reduction could be n 
In this coimection it is the Chancellor’s hardest jo 
bring down the Estimates of the Fighting Services, 
particularly of the Admiralty. The Admiralty re^ 
itself as being in a privileged position and as havinj 
right to insist that the Government shall provide d 
money that is needed to meet what they consider t 
necessary to keep the Navy in a state of efficiency, 
late Government had agreed to a new constru 
programme which involved the building of eight 
cruisers. It would have been a strange beginning 
Labour Government, pledged to a reduction of 
expenditure on armaments, to put forward such a 
posal to the House of Commons. For weeks the stri 
between myself and the First Lord, who was the mi 
piece of the Sea Lords, went on. Meanwhile the oil 
at the Admiralty were using various means in influi 
quarters to get support for their programme. ’ 
nformed statements appeared in the Tory newspE 
A'hich were clearly a part of this propaganda, 
leakage of information from the Admiralty was a con 
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jccurrence, and it caused embarrassment to every Govern- 
Ijent Which was making an effort to reduce the Navy 
Jstiffiates. 

As an instance of the tactics to which the Admiralty 
'esorted, I may mention that I received letters from Mr. 
Vinery (^ho was First Lord of the Admiralty in the 
|revious Government) and from Mr. Neville Chamberlain 
ym had been Chancellor of the Exchequer) telling me 
hat they had been informed of our intention to reduce 
he proposed Cruiser Programme, and pointing out that 
his programme had been definitely settled before they 
eft office. My negotiations with the Admiralty on this 
Pruiser Programme taught me one lesson. It is useless 
ipr a Chancellor to argue with the Sea Lords on the tech- 
aicalities of the Naval strength. The only effective policy 
hat he can pursue is to say to the Admiralty, “ I can only 
|fford to give you so much money. Take this, and use 
I in the best way you think. If in your opinion additional 
pcpenditure is necessary for a building programme then 
^oumust make equivalent economies in other directions.” 
> The outcome of my tussle with the Admiralty was that 
|?e induced them reluctantly to reduce the Cruiser 
programme from eight ships to five, and this modified 
programme brought us into conflict with the Liberal 
Party when the Estimates were presented to the House 
pf Commons. I was determined that there should be a 
seduction in the total of the Navy Estimates, and I 
Iventually succeeded in getting a reduction of £2,200,000 
|n the Estimates of the previous year after providing 
^5,000,000 for the new cruisers. 

i- I had not much trouble with Mr. Walsh in regard to 
he Army Estimates. The War Office had made a really 
(erious effort to reduce their expenditure, and the total 
^et estimate for the coming year shewed a reduction of 
ffie considerable sum of ^£7, 200, 000 compared with the 

623 



Viscount Snowden's Autobiography 



previous year. A part of this reduction of 3^'7>2O0|) 
ir offset by an toease of £a, 400.000 on 4 el 
Estimates, I found Lord Thomson, nsras 4 , 

Minister very reasonable and very arnjc P 

in keeping down the expenditure of 

^Ih the neL of a new and natoraUy eKipanding Serv: 
The Civil Service Estimates showed a reduction 
IXj 000,000. This gave me a total saving of :£42,ooo, 
of ie kimates as compared with the prev^ious 
saving which promised to be a very snbstantia icf 

the framing of my Budget. ^ 

Soon after I took office I began to receive the 

requests from various bodies who desired to put bel 
me their appeals for a reduction of taxation, 
deputations from representative bodies are receiv 
Chancellor as a matter of courtesy. He is obligee 
dedine most of such requests because the number i 
large that if he complied with them, all his time for 
months before the introduction of the Budget woule 

fully occupied in hearing them. 

Deputations to the Chancellor with tlie objec 
trying to induce him to give favourable consideratic 
their special grievances are largely a -waste of tirai 
entirely agree with the views expressed by ID Israeli a 
deputations. He declared: “ Of all tilings in*'''-" 
I hate a deputation. I do not care how much I 
the Cabinet or in the House. That is real work am 
machine is advanced. But receiving a deputation ii 
sham marching, an immense dust and no progress, 
listen to their ‘ views ’ — as though I did not know 
their views are before they state them. 

In spite of my “ views ” about deputations, I a 
received them with courtesy, listened to theii 
with profound attention, and assured them 


V 
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presentations would receive my sympathetic considera- 
)n. Indeed, I thinlc that upon one occasion my sympa- 
etic reply raised undue expectations. I had a deputation 
offl the Scottish Distillers, who urged a reduction of 
liat was, admittedly, a very heavy duty on spirits. As the 
iputation passed from the room my Secretary heard one 
ember of the deputation say to another: “I’m sure he 
going to do something for us. I would not be at all 
irprised if he took off the whole duty.” This individual 
ust have been painfully disappointed when the Budget 
as produced . 

While I am on this subject of deputations which press 
r a reduction of taxes in which they are interested, I 
ay mention another class of people who do not urge a 
duction of taxation, but put forward proposals for new, 
id what they believe to be remunerative, taxes. For 
eeks before the Budget the Chancellor is inundated with 
ich advice. But I only remember one case where a 
iggestion was made which had not been put forward by 
lousands of correspondents. There is little originality 
tlie proposals submitted by these amateur Chancellors, 
kir suggestions seldom go beyond a tax on cats, an 
icreased taxation on dogs, and a tax on pedal bicycles 
id advertisements. I can call to mind only one original 
Iggestion that was put before me — ^that every person who 
insumes intoxicating liquor should take out an annual 
:ence, with his photograph upon it, costing five shillings. 
Bs licence was to be produced before he could be 
ipplied with liquor. There would certainly be money 
i such a tax, but I would like to see the Chancellor of 
|e Exchequer who had the courage to propose it ! 


CHAPTER XLVII 

Difficulties of the New Government 
The Labour Government met Parliament for the 

time on the 12th February 1924. It was something ( 
ordeal for Mmisters, most of whom had had no prei 
experience in office, to meet the House of Commons, 
to face a strong Tory Opposition, and a critical^ if i 
pathetic Liberal Party. At the opening of the sittin 
had to face the usual barrage of questions. nswi 
questions is a severe test of a Minister’s knowledge 0 
work of his Department, and of his alertness in de 
with supplementary questions. The practice of dev 
the ffist hour of each sitting to questions to^ Ministi 
one which, I understand, does not obtain in any 
Parliament in the world. It is, I think, an inval 
institution. It has a restraining influence upon IVlini 
who know that their actions are always open to po: 
criticism by questions in the House . It is w ell kno wi 
the replies to printed questions are prepared fo 
Minister by the officials of his Department, but a 
Minister never accepts the answers which are put I 
him without careful examination, and without pref 
himself for any possible supplementary questions ' 
may arise. A Minister with a sharp intellect and quic 
of repartee, who has made himself fully acquaintec 
the subject-matter of the question, need nevei 
“ Question Time Members very soon recognise 
Ministers they can badger ^d those who are mon 
a match for the questioner. It is very seldom indee 
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questioner is able to score off a Minister who knows his 
iubject. There is, of course, a refuge for a Minister who 
faced with an inconvenient question in the formula “I 
jnust have notice of that question But the too frequent 
ise of that formula gives the House the impression that 
Minister is not too well informed upon the work of his 
tepartment. I always enjoyed Question Time as an 
:ercise in intellectual alertness. Ministers got through 
leir first experience of Question Time without any 
lishap . 

After Questions had been disposed of at this sitting, 
le Prime Minister made a long statement on the legisla- 
Ive programme of the new Government. His speech 
^as conciliatory, and he recognised the unprecedented 
prcumstances in which the House was placed, since no 
brty had a majority. This situation necessitated some 
Iteration in Parliamentary practice. Individual members 
tould have to think less about Party and assume more 
lersonal responsibility. The Government which could 
pt command the votes of a majority of the House could 
expect to obtain a majority upon every proposal it 
libmitted to Parliament. The Government would not 
as the result of a snap division on a petty issue, 
he Labour Government would not resign unless it was 
upon some substantial issue of principle. He 
id: “I propose to introduce my business knowing that 
am in a minority, accepting the responsibilities of a 
inority, and claiming the privileges that attach to those 
sponsibilities . And if the House on matters non- 
sential, matters that do not strike at the root of the 
roposals that we make — and do not destroy fundament- 
y the general intentions of the Government in intro- 
liucing legislation — if the House wish to vary our 






oposition, then the House must take the responsibility 
this variation — ^then a division on such amendments 
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and questions as those will not be regarded as a vote c 

co^dence. rnade that the Governi 

The annoxincement was maae mat tii 

intended to introduce BUls to improve Uia 

Pensions Act, and a Bill to amend the Factories 

Workshops Acts. The most important measure ol 

session would be a Housing Bill aimed at produ 

decent houses at rents that could be borne by ^ e ave 

income of the working classes. The 
employment, the Prime Minister announced, had air 
been under the serious consideration of the Govexnn 
The Government aimed in this matter at doing 

thin gs providing work, and amending tbe scali 

bendits for the unemployed where work could no 
provided. The Government approached this quei 
somewhat with the idea of getting the unemployed 
into their own work, and therefore, in so far as the Goi 
ment could influence trade, that would be tbe first j 


of attack. 

It is interesting to note, in view of the discusi 
which have since been insistently carried on about 
problem of unemployment, that Mr. MacDonald in 
speech declared that “ the Government were not j 
to Hi'mlnifib industrial capital in order to provide re^ 
“ I want to make it perfectly clear ”, he said., “ tha 
Government have no intention of drawing oflf fron 
normal channels of trade large sums for extemp o 
measures which can only be palliatives. That is the 
sound Socialist doctrine, and the necessity of expend 
for subsidised schemes in direct relief of unemploy 
win be judged in relation to the greater necessit; 
maintaining undisturbed the ordinary financial fac 
and the reserves of trade and industry.” 

It was not an ambitious programme, but it pro 
material for a full session’s hard work. It disappo 
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ose members of the Labour Party who had expected 
at the Minority Labour Government would put forward 
lid Socialist proposals. 

The Labour Government, as I have pointed out, 
pended for its continuance in office upon the good-will 
d the support of the Liberal members. There was no 
ubt that Mr. Asquith and the majority of the Liberal 
rty were prepared to keep the Government in office^ so 
ig as they pursued a programme of social reform which 
IS common to the Labour and Liberal parties. But 
ly early in the session it became quite clear that there 
ire a number of Liberals who were bent upon causing 
ibarrassment to the Government, and, if possible, 
feating them on some substantial issue. 

Within ten days of the opening of the session, the 
beral members brought forward two hostile motions 
lich, had they been carried, would have brought the 
ibour Government to an untimely end. On the 2ist 
February, in reply to a question from the Tory benches, 
e representative of the Admiralty announced that the 
overnment had decided, in view of the serious un- 
aployment, to proceed with the laying down of five 
uisers. Whereupon Mr. Pringle, a Liberal member who 
id never hidden his bitter hostility to the Labour Party, 
oved the adjournment of the House to discuss the 
lestion. Having obtained leave to do so, a debate took 
ace, and upon a division the Government were saved 
the votes of the Conservative members. The division 
t showed a division in the Liberal Party. Thirty 
iberals had voted with the Government and seventy- 
ree against. The Liberals who had voted with the 
overnment did so, not because they were in favour of 
e building of new cruisers, but because they were 
willing to embarrass them at this early stage of the 
abour Government’s existence. 
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A few days later, on the 26th February, a Liberalmeni 
brought forward a vote of censure upon the Goverimt 
in respect of the action of Mr. Wheatley, Minister 
Health, in cancelling an Order which had been made 
Sir Alfred Mond restricting the Poplar Board of Guardii 
in the granting of Poor Law relief. This motion % 
brought forward with the approval of Mr. Asquith, 4 
a few days before had declared in the House “ in t 
plainest and most unequivocal terms that unless fi 
Government would reconsider this action the Libei 
Pairty would vote against them. From the point | 
view of the continuance of the Government in ofii 
was a much more serious matter than the Libet 
action on the cruiser question. Then the Govcmms 
could rely on the Tory Party. In this case, if the moti 
were carried to a division, and if Mr. Asquith’s declarati 
of unequivocal opposition to the Government on tl 
matter were carried out, then the defeat of the Govec 
ment was certain. 

This debate was looked forward to with much excil 
ment for it seemed as though nothing could save i 
Government if the Liberals carried the motion to 
division. As matters turned out, our fears were groundle 
Mr. Wheatley made such effective and convincing defet 
of his action that when he sat down the Liberal case h 
been completely destroyed. Mr. Asquith rose to extrici 
his Party from a humiliating position. He stated that 
he could be sure upon one or two points the Liber 
would not press their motion to a division. There r 
no difficulty in the Prime Minister conceding these t 
points, which were of minor importance, and the Liber 
thereupon announced that, as the Government had gh 
such satisfactory assurances, their motion would not 
pressed. Mr Wheatley’s speech was a veritable triuni 
and raised his prestige in the House of Commons i 
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;iisely. Mr. Asquith told me afterw^ards that in all his 
rliamentary experience he had never heard a Minister 
aie a more convincing defence of his action. 

The first ten days of the Parliamentary experience of 
ibour Government showed that we had not fallen into 
bed of roses. It was evident that our existence was 
ly precarious, and that we should never know from day 
May h.ow long the agony of uncertainty would continue, 
bese two hostile motions by the Liberals at the begin- 
ag of the session had embittered relations between the 
ibour and the Liberal members. The Labour members 
their speeches in the country denounced the Liberals 
th all the old vehemence. The Liberals were not 
ihind the Labour members in abuse and recrimination, 
situation had been already created which made cordial 
•-operation very difficult. 

Looking back over the nine months’ life of the Labour 
overnment, I am forced to the conclusion that both 
irties pursued a policy which was more befitting a lot 
'irresponsible children than of responsible statesmen, 
he blame for this cannot be assigned wholly to one 
irty. The Labour Party had never really accepted the 
citations of its Minority position, and on the other hand 
te Liberals were somewhat arrogant in saying, as Mr. 
squith did in a very unfortunate phrase : ‘ ‘ the Labour 
overnment must eat out of the Liberal hand ”. I 
bnder now that the Labour Government did not come 
f grief at an earlier stage of the session. It never 
towed that consideration to the Liberals to which they 
he entitled. The Liberal criticism that the Labour 

... m ■ ■ 

overnment refused to adopt the co-operation which was 
toessary for legislative progress was to a great extent 
istified. There was little or no preliminary consultation 
Itween the Government and the Liberal leaders on 
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legislation which it was proposed to introduce . ^ I am 
suggesting that there should have been anything of 
nature of a CoaUtidn. Neither of the two Parties w 
have considered that. I am not shirking niy pers 
responsibility for this lack of more cordial co-open 
between the two Parties. There were times when 
attitude of certain prominent Liberals , obviously insf 
by a desire to embarrass and humiliate the Governn 
made me resentful. But I confess that, irideea, I 
pubhc expression to the feeling at the time that 
majority of the Liberal members were genuinely ans 

to help us to secure measures of reform. 

By the time we had been in office two months 
relations between the groups had become so sti ained 
in the Liberal Press and official publications and in 
speeches of Liberal leaders the view was openly expre 
that they could see no useful purpose to be seive( 
keeping the Government in office. A.t Easter, 
months after the Labour Government had. first met 
House of Commons, Mr. Lloyd George made a sp 
in his constituency which gave very emphatic ex| 
sion to this view. He declared that the Governi 
had already completely dissipated their stock of g 
will, and that the only thing which was keeping t 
in was that no one else was particularly anxious to 
office under present conditions. 

In the succeeding weeks we led a precarious existc 
On several occasions we were defeated in the Div 
Lobby on matters which were not of much imports 
but on other occasions we narrowly escaped defea 
crucial issues through the Liberal vote going agains 
In the meantime the Government went on witl 
administrative work and its legislative programme u 
these discouraging conditions, and succeeded in pai 
into law a number of useful if non-spectacular meast 
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We were, unfortunately, handicapped in the first months 
office by a number of serious industrial disputes. A 
tike of the railwaymen took place during the first week 
iwere in office. But through the efforts of the General 
iuncil of the Trade Union Congress it was brought to 
end. In February a strike of dockers took place which 
ited for eight days ; and later there was a serious threat 
a strike of electricians which would have endangered 
e lighting services in London. These disputes gave the 
overnment a good deal of trouble , and there was a wide 
iblic impression that they had been entered upon in the 
pectation that the Labour Government would give the 
[ikers their support. There was, of course, no justifica- 
infor such an impression. The Government, in every 
se, adopted an attitude of strict impartiality. It made 
eat efforts within its legal powers to bring the disputes 
an end by negotiation. 

In the Dock Strike, the Minister of Labour (Mr. Tom 
law), who as a Trade Union leader had had considerable 
iperience of industrial disputes, took the matter in hand 
once, and appointed a Committee of Enquiry under the 
idustrial Courts Act. The purpose of this enquiry was 
iascertain all the facts in order that the public might be 
ily informed. The two parties to this dispute were 
iwilling to maintain direct relations with one another 
ier the strike had begun, but agreed that the Minister 
[Labour should keep in touch with both sides, and if 
I Minister thought a favourable opportunity offered for 
Scussion with a view to a settlement they would both 
sept the invitation to talk things over. 

This Docks dispute threatened the distribution of 
sential foods and fuel, and it was essential for the 
overnment to take steps to see that these necessaries 
pe supplied. The attention of the Government was 
Iwn to the fact that prices of food commodities were 
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being raised in various parts of the country iu. consequj 
of the dispute, and the Government issued the follon 

notice to the Press : 

“ The Cabinet has had information from various parts oi 

• * 1 ^ 

country that meat and other prices have been raise a irom 3 
50 per cent. There is no reason for this increase except 
power of profiteers to extract from the public unjust pt 
The Cabinet hopes that this notice will have the effect of stop| 
this increase, but in the meantime it has asked, the law oS 
to consider the powers of the Government in. this matter, 
to draft such emergency measures as may be necessary to pre 
the exploitation of the consumers owing to the Strike. 

This notice had a deterrent effect, and the pro 
action of the Government was much appreciated, by 
country. During the acute stages of this Dock Strike 
Cabinet met every day, sometimes twice a day , to rei 
the situation and to make preparations for dealing' 
any serious developments should they arise. The Pi 
Minis ter kept the House of Commons informed as to 
steps the Government were taking to secure the trans 
of necessary food supplies, and stated that the nuclei 
an organisation for that purpose had already been set 
He properly stressed the importance of nothing t 
said in the House of Commons which might teii' 
aggravate the serious situation. The negotiations beti 
the two parties which had been initiated by the actic 
the Minister of Labour had a happy result , and ti 
were arranged which brought the strike to an end 
removed the necessity for the Government to put 
operation any of the machinery it had prepared to sf 
the maintenance of the essential services. 

The settlement of this dispute, unfortunately, die 
end the troubles of the Government in the matter of 1 
disputes. There seemed to be an epidemic of unresi 
strikes, and threats to strike were of almost daily 0( 
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:e. Two or three weeks after the Dock Strike had 
n settled a strike in the transport services of London 
ke out which caused great public inconvenience. 
;re was serious talk of the workers in one of the 
idpal electric stations coming out on strike in sym- 
hy with the transport workers. There was trouble in 
coalfields which seemed at one time likely to lead to 
toppage, but fortunately that disastrous course was 
rted. There was a large number of sectional and 
luthorised strikes, the cause of which could be traced 
;!ommunist activity within the Trade Unions, 
t will be understood that all this trouble caused the 
rernment great anxiety, and diverted its attention in 
irge measure from the work of preparing its legislative 
asures, in which it should have been wholly occupied, 
will be realised that the situation of the Government 
i not one of ease with dignity. The strike fever is 
jctious, and this outbreak, apart from Communist 
ivity, was not caused by a desire to embarrass the 
vernment, but was rather due to the release of a 
ling of genuine discontent with the wages reductions 
ick had been imposed in most industries over the 
ceding four years. 

rhe general public have no idea of the amount of 
rk which falls on members of the Government which 
^er comes to their notice . A great mass of documents , 
moranda and dispatches almost daily are circulated 
ongst Cabinet Ministers, and it is necessary that these 
luld be carefully studied if the Ministers are to keep 
mselves fully informed upon questions on which 
isions have to be taken. 

rhe departmental duties of a Minister vary very much 
;ording to the nature of the office. I think that the 
nister of Labour and the Minister of Health have 
rticularly hard departmental work. The functions of 
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both offices bring them more closely in touch with: 
public, with the House of Commons, and with 
country than the work of most other Departments. 1 
Minister of Labour in particular has a very thanl 
office. He is exposed to constant criticism by meml 
of Parliament, and however sympathetic he may be 
can never satisfy all the demands which are made u 
him. In peace time the departmental work of a Mini 
in charge of one of the Fighting Services is not he; 
and these Ministers are available when their services 
required to assist on Committees dealing with oi 
matters. 

A week after the Labour Government had met 
House of Commons, I was called upon to make my 1 
speech as a Minister. A Labour member had sees 
first place in the ballot for Private Members’ Moti( 
and he had selected the subject of Mothers’ Pensi( 
This was a subject which had come into prominena 
recent years, and all political parties had commil 
themselves to the principle. Mr. Dukes, the Lab 
member who put forward this motion, introduced i 
an extremely able and reasonable speech. In my rep 
expressed on behalf of the Government much symp< 
with the motion, and mentioned that, although we 
only been in office a month, we had already had 
matter under consideration. We had called in to helj 
in framing a scheme some of the chief experts in t 
vanous departments, and they were already investiga 
he subject. 

I expressed the belief that the House of Commons wc 
mpathise with my position. I doubted, however 
ere were ever a Chancellor of the Exchequer ii 
osition more unfortunate in one respect than that 
^hich I found myself. I was expected to do all kind; 
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possible things. The miracle of the loaves and fishes 
IS a comparatively trivial thing compared with what I 
IS expected to do. The Government was already 
mmitted to a large legislative programme. It had 
eady submitted to Parliament social reforms which 
)uld involve a very large expenditure. We were pledged 
this session to amend the Old Age Pensions Act, 
lich. would cost a considerable sum of money. The 
inister of Labour and the Minister of Health were 
rtain that I was going to lend a sympathetic ear to their 
oaands, and provide the financial help to carry out the 
3posals they were making. We were committed to a 
jusing Bill and a not inexpensive Housing programme . 
lad not yet had sufficient time to overhaul the national 
ances and get them into a sound condition. When I 
ind that I could provide the money I promised that 
Idows’ Pensions would be one of the first measures to 
lich I should apply the resources which would then 
come available . 

This motion was carried unanimously. I may here 
dcipate events by mentioning that the following year 
r successors brought forward a contributory scheme 
; Widows’ Pensions, which was based upon the Report 
the Enquiry to which I have referred. 



CHAPTER XLVIII 


The First Labour Budget 


The preparation of the Budget 

could spare from other activities during the moiitl 
March. Fortunately for ine, 

disclosed by the out-turn of the year (which ende « 
oist March) proved to be very satisiaccory . Mi • B Id 
Budget of the previous year, when he estimated 
surplus of ^1,884,000, resulted in a surplus ^ 4 ^ 
It was very difficult in those days to estima^ income 
expenditure with approximate accuracy. This dift 
was o^ving to the dislocation of economic and j 
conditions caused by the War. Mr. Baldwin s surpl 
/a8 '\ 2 Q 000 went automatically to the reduction 0 
Nation^ Debt, and did not help my Budget except 
far as it was an indication of the probable yield of taj 

the coming year. _ 

The Estimates for the Supply Services for which 

to budget showed a reduction o£ 3 1,000 ,000 01 

previous year’s Budget Estimates. This saving! 

penditure, of course, gave me a very good start; ai 

I felt justified in being rather optimistic as to the yi 

the revenue, I was in a position to present a very ft 

able Budget to the House of Commons. With th 

of my experts I went very carefully into the possil 

of the yield of the existing taxes, and of the pn 

income from non-tax revenue. This task of estii 

the revenue for the coming year is a fascinatin 

difficult job. The least difficult part of the worl 

638 


The First Labour Btidget 

stimatc the probable yield of the indirect taxes on sugar, 
:ea, tobacco and the liquor duties. The consumption of 
liese commodities is very stable. The experience of 
previous years is available. If the consumption of any 
particular article is showing a steady increase, an increase 
in a yield is estimated. The growth of the population has 
|) be taken into consideration, and, roughly assuming 
lade conditions are likely to remain normal, about 2^ per 
Pent, rise in consumption is expected.- 
There are other items of revenue which are much more 
liicult to estimate. A Chancellor can never tell with 
pertainty how many millionaires will die next year. He 
loes not know whether there will be boom or stagnation 
on the Stock Exchange and in Company Promoting which 
|rill affect the receipts from Stamp Duties. But the law 
If averages is a wonderful thing, and it helps the Chan- 
lellor to estimate the yield of the Death Duties and the 
Stamp Duties with reasonable accuracy. 

^ The Income-Tax is the main source of revenue, and a 
Irave miscalculation of the probable yield will seriously 
ppset the Budget. Generations of experience of the 
Iforking of the Income-Tax have placed valuable material 
It the disposal of the revenue authorities. During the 
|fhole year a careful examination of the balance-sheets 
If all public companies, from which the greater part of 
lie Income-Tax is derived, is continuously made, and 
Ifhen the tim.e comes for the Estimates there is accum- 
jlated information from which a fairly accurate idea of 
[ow the profits on which the tax will be based compare 
ih previous years . When the estimates of the probable 
leld of all the existing taxes in the coming . year have 
leen completed, the Chancellor knows whether his 
fevenue from them will meet the expenditure to which 
I is committed. 

' When the Estimates are presented to Parliament in 
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the country knows what the expenditure on 

oupui^ Services wUl be; but there is 
expeniture which is kept secret until the _ Budge 

disclosed-that is, the cost of the Debt j 

item includes the interest on the Funded Debt, wine 
not difficult to estimate. To estimate the cost of 
Floating Debt is more difficult, because it depends u 
the probable course of money rates duriiig the con 
year. Finally, the Chancellor has to decide what | 
vision he will make for the redemption of the 
When all this work has been completed, when the 
estimated expenditure is known, and when the estim 
S^eUue have been made, the Chancellor kn 
whether he has a surplus or a deficit. When I had 
completed estimates before me I found that I sh 
have a surplus to distribute of nearly £40,000,000. 

I was, of course, a very happy man, and my next 
was a most agreeable one. What should I do with 
surplus ? I could not devote all this surplus to a reduc 
of taxation, as I was committed to considerable expe 
ture on account of the Government’s legislation for w 


no provision had been made in the Estimates . 

In previous Budgets the Income-Tax had been redi 
from 6s. to 4s. 6d. in the £1, and, although the rate 
still very high, I felt that there were other classe 
tax-payers whose turn for consideration had now c( 
In the previous bvo years the Income-Tax payers 
had a total relief in the region of £85,000,000 a ; 
The main part of this remission had gone into the poi 
of the wealthier portions of the community, and ir 
view these tax-payers had had their just share of prei 
reductions, and should expect no more relief this 
The Income-Tax payers would, of course, share 
others in any remission of indirect taxation I might II 
and there were two or three other items of taxation v 


640 



The First Labour Budget 

finally decided to repeal, which were taxes in the class 
ihich paid Income-Tax. 

Budget secrets are generally well kept. This is highly 
reditable, for something like a score of officials must 
ecessarily be taken into the Chancellor’s confidence and 
lade aware beforehand of the contents of the prospective 
udget. Sometimes it is necessary for a Chancellor who 
contemplating an alteration of some specific duty to 
ike the leaders of that industry into consultation, and I 
now of no case where that confidence has ever been 

etrayed. 

When the Chancellor has got his Budget into its final 
)rm it is not immediately presented to the Cabinet, nor 
as there been any preliminary conversation in the 
labinet — unless some proposal likely to be highly con- 
:oversial is suggested. What happened in the case of 
ly first Budget was that I did not submit it to the Cabinet 
ntil the morning of Budget day. I shall never forget the 
npression made upon my colleagues as one after another 
outlined reductions of taxation, and they were evidently 
D deeply impressed that they decided to place on record 
leir warm approval of the first Labour Budget. 

I presented my first Budget on 29th April 1924. 
fhen I left Downing Street with the Budget in Mr. 
rladstone’s battered dispatch-box, there w’'as the usual 
rowd of the public and of photographers, and all the 
'ay to the House of Commons cheering crowds lined the 
leets. It is always like this on Budget day, though on 
lis occasion public interest and curiosity had been 
Icreased as this was the first time that a Labour Budget 
'as to be presented to Parliament. 

When I entered the House I faced a Chamber un- 
amfortably crowded in every part. Members were 
Itbg in the gangways and filling the side galleries. I 
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suppose that I ought to have felt a considerable : 
ness at the ordeal which was before me, but I ar 
emotional person, and I have to confess that ] 
unperturbed as on an ordinary occasion. There 
the Strangers’ Gallery some of my boyhood m£ 
had come all the way from Yorkshire for this 
occasion. Hidden away in a corner of the £ 
Gallery was my wife, suffering from a state of 
tension from which I was happily free, and fc 
there was no need. 

The text of a Budget Speech is always necessa 
carefully prepared. It is important that there si 
no slip in any of the figures with which the 
Statement abounds. A copy of the speech is 
the Financial Secretary, who sits beside the Cl 
ready to give him a nudge if he should make a sli 
of the figures. I can only remember one case 
Chancellor delivered his speech without the 
voluminous notes. That was Mr. Bonar Lj 
spoke for over an hour from two half-sheets of noi 
I am sure if my dear friend Willie Graham had 
present a Budget he would have spoken for a c 
hours without even the assistance of a sheet of no' 

As I unfolded my proposals for a reduction 
the enthusiasm of the Labour members grew in i 
I had, as I have already stated, nearly X40,oc 
revenue in hand, and this was how I proposed to c 
the relief. Before I passed on to the tax redi 
announced a few minor concessions. I made coi 
on motor vehicle licences, which cost apprc 
;^ 5 oo,ooo a year. I made a concession in the a 
on Income-Tax to a widower or widow for a houi 
I was not in a position to make any considerable 
in the postal rates. I had been very anxious, if 
to restore the penny post, but I was forced to 
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qTi that this was not at the time an economic pro- 
-rtOn. The cost of such a concession would have 
d out the profits of the Post Office and required a 

general taxpayer. I did, however, by 
^j-rangement with the Postmaster-General make a 
^ . (jtion in the telephone charges which would cost 
^ ^qO,ooo in a full year. 

the Labour and the Liberal Parties had long been 
ed to the abolition of taxes on food when the financial 






of the country would permit that to be done. I 
'’^osed to reduce the sugar duty, which then stood at 

lb., by i|d. per lb., a reduction of just over half. 




car 




was a very expensive concession, and absorbed nearly 
tay available resources. The tea duty then stood 
gj. per lb., a wholly indefensible rate of taxation. I 
XQd^cod this by half, at an estimated cost of 5, 000,000 a 
T his reduction brought the tea duty below the pre- 
gr rate. Similar reductions were also made on cocoa 
gnd coffee. I also reduced the duties on dried fruits, and 
abolished tlie duties on sweetened table waters. All tliese 
reductions I estimated would cost about ^£25, 000,000 a 
bear. Although these concessions were not a complete 
Ifilment of our desire for the abolition of duties on the 
reakfast-table, they went as far as it was possible in the 

circumstances. 

I then turned to the Entertainments Duty. I believe 
r was the only member of the House of Commons who 
apposed this duty when it was first introduced. I had 
^ever liked it, but unfortunately I was not in a position 
lo propose its repeal. I had to be content with some 

ation . I proposed to give relief on the cheapest 
l®uts, which are used by the less well-to-do members of 
G community, by abolishing the duty on the payments 
or admission up to and including 6d. and by reducing the 
Mty on payments over that amount up to and including 
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IS. 3ci. I may say that I had experienced rnore difBct 
in dealing with this question of the Entertninmciits Di 
** with any other matter I had had under consident 
in connection with the Budget, owing to the fact di 
great part of the duty is derived from the cheaper se 
and, therefore, the abolition of the duty on these si 
involved a sacrifice of a very large amount of revet 
reduction that I proposed meant sacrificing nei 
of the annual revenue from these duties. 








given was estimated to amoxmt to 5^49^^^2,000 i 
full year. 

I have already stated, I was not in a position 
relief were to be given to the indirect tax-payers, to 0 
any reduction of the Income-Tax. I had, however, 
satisfaction of removing from our revenue system a 
which had long ago become an anachronism. I refei 
a tax the existence of which, I suppose, has now beenl 

It was the Inhabited House Duty. This d 
had been with us with an intermission of sixteen yi 
for nearly a century and a half. It was the histories 
cessor of the old Chimney and Hearth Tax. It was 
a double and unnecessary addition to the Incoi 
Tax, and it was paid by the middle and upper das 

supposed to be a rough-and-ready device 
a person’s capacity to pay. I repealed this i 
ether at a cost of ;£2,ooo,ooo a year. 

The most controversial part of my Budget was the j 
to remove what was known as “ the McKe 
These duties were imposed in 1915 on mo 
cars and motor-cycles (other than commercial vehicl 
musical instruments, clocks and watches, and cini 
films. These duties had never been a permanent pai 
our fiscal system, but had been renewed from year to j 
It was made perfectly clear when these duties were 
introduced that they were intended purely as a tempoi 
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ir-tax. Each year, when the duties were renewed, the 
ison put forward for their retention had been the need 
r revenue. This, however, was merely an excuse. It 
IS the protective character of these duties which was the 
il reason why they had been kept. 

The recent General Election had been fought upon the 
estion of the imposition of duties upon imported manu- 
tared articles , and the country had given a most decisive 
rdict against such duties. The Government, therefore, 
t that they were bound to give effect to this popular 
cision. In order to avoid hardship to traders which 
ght occur if the duties lapsed in two days without 
rther notice, I proposed that the duties should be 
lewed until the ist August next, when they must finally 
pire. I gave this extension of time to enable the trade 
dear off their duty-paid stocks, and I thought that this 
ncession was reasonable. The cost of the abolition of 
ese duties was estimated at nearly ,^3,000,000 a year, 
i l anticipated, this proposal was the only controversial 
m in the Budget, and it roused violent opposition from 
t Conservative Party and the motor manufacturers . 
During the War a special tax had been imposed upon 
e profits of Public Companies, known as the Corpora- 
ins Profits Duty. It was never a popular tax, although 
irly remunerative. It was unloved by its parents and 
riled by its subsequent guardians. It was condemned 
every Party, and it had been quite obviously waiting 
Sits final doom. The abolition of this tax made a con- 
lerable inroad into the revenue. It was estimated that 
a full year it would cost over £12,000,000. Taking all 
ese reductions in taxation together, I estimated that they 
)uld give relief to the extent of ,^40,000,000 in a full 
ar. 

I was, therefore, left with an estimated surplus oi 
|ooo,ooo, which I felt bound to keep in hand, more 
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particularly as I had made no other provision for sup| 

expenditure. . ^ 

I would like to supplement this brief summary of 

of the first Labour Budget by quoting thei 

sentences of my speech. I said : 

“I thank the Committee for the patience and interest 
which they hare listened to my speech. But I want very bi 
to summarise the proposals contained in the Budget.^ 
imposes no new taxes. It makes no new additioi 
taxes. It proposes to abolish the Corporation Pi 
T^ 7 'ito abolish the Inhabited House Duty; to give conces 
to the owners of motor vehicle licences ^ to extend the allots 
for a housekeeper; to make certain Post Office concession! 
abolish the duties on imported manufactured articles ; to re 
the entertainments duty by nearly one-half; to abolish thei 
on sweetened table waters ; to abolish the 50 per cent, additi 
duty on dried fruits; to reduce the tea duty by 4d. per 
to reduce the duties on cocoa, coffee and chicory by one-1 
to reduce the sugar duty by i ^d . per lb . ; and to leave 
the funds necessary to improve Old Age Pensions. 

“ This is the first Budget of the first Labour Govemii 
This is the best I have been able to do in the short time we ' 
been in office. I think we can confidently appeal for the suf 
of the majority of Members of this House. These proposal 
the greatest step ever made towards the realisation of the i 
ished Radical ideal of a free breakfast-table. (Hon. Men 
‘Hear, hear!’). They will, I am sure — ^those cheers sho\¥ 
heartily welcomed by Hon. Members below the Gangwa 
well as by those of my own Party. They will give some bf 
to every man, woman and child in the country. The Budj 
vindictive against no class and against no interest. Th 
I have always held and declared that the State has the rig 
call upon the whole of the available resources of its citize 
case of national need, I have equally held and declared tha 
State has no right to tax anyone unless it can show tha 
taxation is likely to be used more beneficially and more econo 
I have distributed the relief that I have been able to a 
a way as to confer the greatest benefit upon the gro 
number. I have done it in a way which, I believe, by incre 
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It purchasing power of the people, will stimulate trade and 
adustry ; and I have kept in mind always the vital necessity of 
jaintaining unimpaired the national credit on which the very 
fetence of the country depends. I am glad to have been able 
i) propose this substantial relief of the burden of taxation which, 
or the last ten years, has been borne with such conamendable 
ortitude by every class of the community.” 

5 ', 

Ifhen I sat down there was a great demonstration by the 
lour and the Liberal members. The usual brief com- 
mentary speeches followed. The Conservative ex- 
lucellor — Sir Robert Horne— spoke on behalf of the 
fiservatives . He said: “ If I might venture my own 

y" 

teonal word of commendation, I do not think, certainly 

2 '- 

ling the time I have been in the House , we have ever 
|rd a more clear or perspicuous statement with regard 
^ur national finance.” Mr. Asquith said: “ I desire, 
|may, to express on behalf of myself and nay colleagues 
if extreme satisfaction, not only with the admirable 
tidity and cogency which I have rarely heard surpassed 
Sie introduction of this most complicated and difficult of 
[discussions, but also on the fact — so far as I can form 
adgment — that the Budget proceeds on sound financial 
1^.” According to the usual practice, the general debate 
ion the Budget Statement was postponed until next day. 
bie reception of the Budget by the Press of the country 
!s everything that I could have desired. It relieved the 
lings of the rich, who had feared that there might be 
Istic impositions upon their class. The Liberal Press 
I the Liberal speakers claimed that it was based upon 
pad Liberal principles, and in it I followed in the foot- 
|s of Gladstone. The Labour Party were in high 
Irits and some of them were talking about having an 
mediate General Election, when they expected the 
)bour Party would sweep the country and get a majority 
.the House of Commons. The Conservative news- 
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papers found nothing in the Budget they could cri 
except the proposal to abolish the McKenna D 
Indeed, the Tory Press and the Tory speakers said, 
from this proposal, it was a Budget that might well 
been introduced by a T ory Chancellor of the Exclie 
If all these comments were true, I had achieved a rei 
able, indeed a unique, success in presenting a B 
which had pleased everybody ! The Budget certainl 
the effect of improving the relations between the L 
and the Labour Parties, and gave us the promise 
more certain life, at least until the Budget had beenp 
into law. I had, of course, the usual shoal of letter 

of congratulation, none of which pleasei 
more than a most cordial letter from IVtr. Walter I 
then Lord Long, with whom I had had so many encou 
when he was in the House of Commons. 

The Budget, being the first produced by a Soi 
Government, aroused a good deal of interest in Aii 
and other foreign countries, the American newsp 
giving almost as much prominence to it as was giv 
the English newspapers. 

I would like to quote the opinion of Mr. T . P. O ’Ct 
upon the Budget, because he had an experience of Bi 

extending over half a century. He wrote ii 
of the London papers : 

“I listened to the speech of Mr. Snowden the other 
I say nothing here about his proposals — ^this is not the 
for such a discussion — I limit myself to a judgment upoi 
a Parliamentary performance. I unhesitatingly say that 
the best Budget speech since Gladstone . It had light and 
most delicately contrived, with none of the forced humot 
Hicks-Beach or a Ritchie ; it was so lucid that a child 
follow the figures ; it was serene and unprovocative in te 
and, above all, it was modestly done. I think everybody 
House was delighted with him, and that from every quar 
had compliments which he well deserved.” 
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; is not a difScult thing to deliver a carefully prepared 
bet Speech. The test of the Chancellor comes in 
ying impromptu to questions in the general debate, 
two days after my statement a general discussion on 
proposals took place, and at the end of this time I was 
;d upon to make a final reply to the criticisms which 
been put forward. These criticisms were very mild, 

1 the exception of the expression of the Tory exas- 
ition at the repeal of the McKenna Duties. The only 
cism of the Budget as a whole was that by Sir Laming 
fthington-Evans from the Tory benches, and by Mr. 
iterman, a very warm supporter of the Budget, from 
Liberal benches. Their criticism was directed to 
t they called the insufficient reserve I had kept in 
d to meet supplementary expenditure, and they both 
atained that I had been far too optimistic in my esti- 
es of revenue. They prophesied with confidence that 
iould find myself with a deficit of i oo ,000 ,000 at the 
of the year. Even some usually intelligent and well- 
rmed journals expressed similar opinions. I may anti- 
te the event by mentioning here that at the end of 
financial year there was a surplus of ^3,659,000, which 
only ^365,000 below the figure for which I had 

mated . 

?hen I came to reply on the general debate I was in a 
1 happy mood. The reception of the Budget and the 
kness of the criticism had acted as a tonic. I adopted 
;ht bantering tone which highly entertained the House, 
s to this being an Election Budget ”, I said, “ this is 
first of a series of electioneering Budgets. I expect to 
iere next year, and I have sufficient regard to my own 
atation not to produce a Budget this year the basis of 
ch will be falsified in twelve months’ time. It is not 
f a democratic but a sound Budget, and, indeed, I hear 
[ there is a movement in the City of London to erect 
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a statue to me.” Amid roars of laughter I sat down 
the first stage of the Budget was adopted with 
division. 

I felt considerable compassion for the Conser 
Opposition in the difficulty in which they were pla 
criticising the Budget. Apart from the repeal c 
McKenna Duties, there was little in the Budget to hi 
Indeed, they openly claimed, as I have said, that i 
just such a Budget as they would have introduced 
having little to criticise in the Budget itself, they fell 
upon what was not in the Budget, and they compi 
that it was not a Socialist Budget, and they want 
know what had become of our programme for t 
imeamed incomes to extinction and the appropriati 
rents for Socialist extravagances. Indeed, they propl 
that there must be some diabolical design behind it 
that it was a dose of soothing syrup to put the capi 
to sleep before robbing them later. But, if it ha 
been for the proposal to repeal the McKenna Dutie 
Tory Opposition would have had no case at all again 

proposals, which they knew in their hearts to be se 
and fair. 

The passage of the measure through the House i 
have been a very humdrum proceeding had it not be 
the proposal to repeal the McKenna Duties. As sc 
my announcement of this was made there broke out 
I later described as a ramping, raging propaganda ^ 
the repeal. The recklessness and dishonesty of this 
paign exposed what I had always regarded as one < 
^eatest dangers of a tariff system, namely its corn 
nfluence on politics. The Lobbies at the Hon 
commons were crowded out with representatives of i 
nterests bringing pressure to bear upon membe 

?aiiiament to oppose the repeal of these duties . Su 
experieiice as i had during these weeks would have 
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honest Protectionist who had some regard for the 
of our political life and for the independence of 
embers of Parliament into a Free Trader. However, 
iad better leave this aspect of the question until I come 
ideal with the debate. 

Although the ordinary procedure on a Budget provided 
ipie opportunity for a debate on the McKenna Duties, 
eTory leaders insisted upon a day being specially set 
art for a full debate upon the question . The Govern- 
3it were quite willing to grant this request, as we were 
ill aware of the weakness of the Opposition’s case and 
; strength of our own position. Mr. Baldwin, on behalf 
Ms Party, put down a motion which was practically in 
eform of a vote of censure, though he denied that he 
it as such. Mr. Baldwin’s speech in moving this 
was the utterance of an honest man. Much for 
m depended upon making a good impression upon his 
Ity and of securing some concession from the Govern- 
snt. There had been for some time mutterings in the 
517 Party against his languid leadership, and many people 
It that this debate was for him a crucial action which 
ight determine the future of his political career. He 
very well with some flashes of wit and sarcasm 
delighted his supporters. He made one delightful 
-pfession which was typical of Mr. Baldwin, and which 
serves to be preserved. He apologised for the modera- 
of his language, and said: “ My style of oratory has 
been singularly ineffective because I cannot ex- 
and because I attribute more cleverness and 









to other people than they deserve.” He made a 
hit at me by saying: “ Mr. Snowden is one of 
fortunate men who has what is described as a first- 
iss brain. I have always noticed that when a first-class 
ain does something stupid it not infrequently happens 
a stupidity of this kind is colossal.” 

65:1 



After this very entertaining opening Mr. Baldwin pi 
on to deal with the case for maintaining these duties. 
Baldwin is never good in arguing the concrete case, 
is at his best with the emotional appeal, and some c 
speeches in that key have been among the most eft 
I have heard in Parliament. But on this occasion, pei 
because there was little opportunity for sentimem 
delivered a very ineffective speech, which depresses 
supporters. Before the debate was opened the ge 
impression was that I should have a stiff battle. 
Conservatives were confident that they would at 
wiring some concession from the Government. Bu 
the time I had got through half of my speech the b 
had been won, and won easily. The speech was desci 
in the Press next day as “ one of the most smashing p: 
of destractive criticism that had been heard for some 3 
in the House of Commons. It was like an irresistible 


s-weeping aU before it.” 

The success of this speech was due to the fact tl 
had an tmanswerable case to state. The outside pr 
ganda against the repeal of the duties had overreai 
itself, and its exaggerations and absurdities provided al 
dant material for effective exposure and reply. U: 
this exposure the Tories squirmed and wriggled, and 
more they did this the farther I pressed the rapier 
their bodies. I described the nature of the propaga 
and the intimidation which the motor manufacturers 1 
pursuing. I had received hundreds of printed post-c 
purporting to be signed by workmen which read : “ 
to the falling off of orders due to the proposed rein 
' the McKenna Duties we have been given notice 
w services will not be required after the 9th of M 
irossly exaggerated statements had been made by 
aotor manufacmrers as to the number of workers 
roye m the industry. They stated that there i 
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00,000 persons employed in the industry. The Board 
Trade stated that it would be a full figure to take 
),ooo men as the total number of men employed in the 
yate motor-car industry and allied trades. Statements 
1 been widely circulated in the campaign that if the 
:Kenna Duties were abolished 2,000,000 British work- 
a would be thrown out of employment! I was glad 
admit that these exaggerated and untrue statements 
re not supported by the more responsible motor-car 
aufacturers , who dissociated themselves from what they 
cribed as the colossal humbug of this Press campaign, 
iceived letters from workmen employed in motor works 

0 described the methods which were being employed 
the manufacturers to intimidate the workmen into 
ding the post-cards and signing the petitions. 

1 have described this campaign because it is a good 
tance of the way in which a protected industry will 
It against every attempt to abolish the privileged posi- 
1 given to it by tariffs at the expense of the community, 
e substantial reason why the Government was proposing 
abolish these duties was that the question had been 
imitted to the electors at the General Election, when 
y had by an overwhelming majority voted against 
ffs. Acting upon this popular mandate, the Govern- 
nt were in honour bound to repeal the duties. “ The 
vernment will stand or fall on this proposal ” — I con- 
ded. But we did not fall. 

Phe debate ended in the defeat of Mr. Baldwin’s motion 
a majority of 65 votes. After this decisive defeat of the 
position the remaining stages of the Budget were 
ded through very quietly. The Report Stage was 
sed in one day — a feat that was without precedent for 
ay years. Discussion on the Third Reading of the 
ance Bill was a very formal proceeding, and it was 
sed without a division. 


II .-I 
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I cannot pass away from this account of the first I| 
without paying a well-deserved tribute J 
—Mr. William Graham— the Financial Sea 
to the Treasury. He was the ablest and most conq 
holder of that office I have known. He had prepared 
self for such a position by years of intensive stui 
economic and financial questions. These subjects;! 
strong attraction, and he was never happy unless b 
immersed in some financial problem. He had mi 
mark in previous Parliaments by his speeches on fm 
subjects; he had served on the Royal Commission o 
Income-Tax, and was thoroughly acquainted with ^ 
detail of the Income-Tax system. No man ever w« 
a political office more fully equipped for the work b 
to imdertake. To show hov/ anxiously he desired to 
the opportunity of engaging officially in work so con{ 
to him I may be pardoned reproducing portions of 
he addressed to me when the Labour Governmeni 
imder consideration. I had written to him to say i 
had definite information that the office of Fiiu 

Secretary would be offered to him. This is what h« 
in reply to my letter : 


“ De.«r Philip, 

‘ I find it difiicult to write to you, for I am so grateful fo 
message. v 

The best reply I can give you is to mention the foHc 

1\ early a fortnight ago, at one of our private meetings i 

Central Labour Party, the members were asking me chal 

if, as reported in some of the newspapers, I was going' 

Scottish Office. I told them that no man would williiij 

there, as the Office is one of the most thankless in the G< 

ment, but I had an ideal, which I hoped would be realis 

told them that we all hoped and expected you would be 

cellor of the Exchequer, and I wanted to go there with ’ 
tuiancial Secretary. 

our siiggesdon to stand aside for the higher post is 





WILLIAM GRAHAM. 
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acteristic of your great kindness to many of us. But it is too 
preposterous . All the members of the Parliamentary Party I 
know have singled you out for this work; we believe it to be 
beyond all doubt your task ; and in fact in recent weeks we have 
assumed it in all personal discussion regarding the situation 
created by the General Election. Your long service to the move- 
ment, and the manner in which you have specialised in finance, 
are recognised by all of us, and I caimot believe there is one 
member of the Party who would have a word of criticism. 

“ It is difficult to believe that our ideal is so near realisation. 
Even if we had only a short time in office it would be a great 
experience. Within recent years I have read little but economic 
problems and finance; it would be a great joy to me to work 
under you with all the energy I could put into it. If it comes to 
pass, I shall do everything I can to lighten the load for you both 
at the Treasury and in the House. Without any lack of modesty, 
I think we can say that the combination would be a very happy 
one in the eyes of the Parliamentary Party. We have both a 
number of critics, but they are negligible. 

“All land regards to you, and the assurance of all my friend- 
ship and support through thick and thin in the work to which 
I trust we shall be called. 

“Yours sincerely, 

“William Graham.”* 

My relations with Mr. Graham from the time I first 
feew him were more those of a warm personal friendship 
ban a mere political association. Members of Parliament 
ssed to call us “ the happy twins ”. He had those quali- 
cations for Treasury work which I did not possess. He 
ras a master of detail. My line was more that of dealing 
|th broad principles. The function of the Financial 
icretary when the Finance Bill is in Committee is to 
Bp the Chancellor, particularly on matters of detail 
iiich might arise. 

Jin the Committee Stage members sometimes raise un- 
koected questions relating to intricate points of Income- 
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Tax law of which no notice has been given. The off 
of the Treasury and Revenue Departments sit unde 
Gallery ready to be consulted when unexpected ques 
arise on which the Chancellor and Financial Secretary 
not been briefed. Very often, when a member r 
some new and difficult point, I would say to Gra! 
“ I don’t know anything about all this. Do you? ” 
was sitting alert, listening to what the member was sa; 
and replied to me : “ It’s all right. I understand 
And when the member sat down Graham would rise. 

i 

in his clear style give a complete reply from the profui 
of his knowledge. 


As a speaker, Mr. Graham was something of a ph 
menon. Whether he delivered a short or a long sp 
he never referred to a single note. His memor}' 
prodigious, and a never-ending source of amazemei 
the House. When he had to make a long speech i 
subject upon which an exhaustive brief had been prep 
he could repeat the brief with hardly a verbal change, 
told me that the explanation of this was that whei 
read a brief or a memorandum it made a photogra 
impression upon his mind, and from this mental im{ 
sion he could speak as if he were reading the text ol 
memorandum. I am afraid, however, that this must! 
imposed a considerable strain upon him which affe 
his health, and probably was responsible for his early 
deeply regretted death. 


As a speaker, his style was very different from n 
He was never provocative, never rhetorical, and all 
confoed himself strictly to a business-like stateir 
During the time the Finance Bill was under discuss 
Punch published a cartoon where the two of us for 


cruet, the one labelled “ Vinegar ” and the other “ 0 
If I had to be absent from the House during the del 
on the Finance Bill I could always with confidence I 
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If> Graham in charge. I never knew a man so fond of 
rork. He hardly ever took a holiday, and when he did 
e took away with him voluminous documents to study, 
te occasionally took a day off for a cricket match at 
t)rd.’s, the only recreation he enjoyed, and even then he 
(led his pockets with official documents to read in case 
game was dull. I tried sometimes to induce him to 
jad. a detective story as a change, but that was too frivolous 
1 indulgence for him. When the Labour Government 
to an untimely end, Mr. MacDonald recommended 
fi. Graham for a Privy Councillorship, an honour which 
as never more deservedly conferred. 

The proudest day of my life was not when I introduced 
^ first Budget, but a month later when I went back to 
ij birthplace in Yorkshire. The villagers felt that they 
ttst do something to show their pride in the fact that 
ae of themselves had attained a high Ministerial office, 
le Parish Council, on which I had begun my first public 
ork, had taken action and arranged for a celebration 
r my homecoming. The whole parish had taken up 
le movement with great enthusiasm. The celebration 
tok place on the 17th of May. Cowling is four miles 
|)in the railway station, and my wife and I made the 
lirney by car. At the entrance to the village we were 
rst welcomed by the members of the Parish Council, 
hen the councillors marched in procession up the main 
reet accompanied by the Cowling Temperance brass 
Bid, and followed by hundreds of people from far and 
^r. Large parties had come from surrounding districts, 
he village was enjite. The main street was hung with 
Biting and banners expressing messages of welcome to 
Awr Philip ”, mostly in the native dialect. We went 
oag to the Methodist Sunday School, the largest hall 
' the village, where a wildly enthusiastic meeting was 
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only a small number of the crowd 
to gain admission. The Chairman of the I 
oil, who had been my colleague on that body 1 
before, presided at the meeting, and the plal 
lied with my boyhood friends. The Ghairmani 
entation to us of a silver rose- bowl and vases sui 

red. 

ore I left the village we visited in their own h 
of the old folks I had known as a boy, and call 
tie cottage where I was bom. 
s event was the grandest experience of my life, 
ily regret I had was that my mother had not liw 
She had died two years before, in February 
eath was the result of an accident. She slippy 
erous piece of ice and broke her thigh. At ha 
as nearly 90) it was impossible to repair the frac 
ter a fortnight she died, 
to the time of her death she had lived 




:ottage next door to my married sister. 

D do all her housework, and declined outsidl 
ir life she had enjoyed remarkable health, 
her to be confined to bed for a single day 
;cident she had risen every morning not lat 





; was a woman of strong independence of mH; 

. She was one of those rare individuals who Bl 
liberal in their views with advancing years. | 
ite of her accident she maintained her interl 
affairs, and at nearly ninety years of age her ma 
Its of eighty years before was remarkably clear, 
hrough the Great War, and was outspoken ii 
ing all the horror and futility of this calamity, 
had remained a widow from the time of my fati 
thirty years before. She had the full flavour 0: 
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fch ’VV‘_gt Riding dialect, and her quaint dialect stories 
nd recj|;a,tions charmed and delighted her friends. There 
5 presej-v'ed at Leeds University a gramophone record of 

I deeply regretted the accidental cause of her death, for, 
ith hter strong constitution, I believe that if this had not 
iPP^iiedL she would have lived to be a centenarian. 

I She Lad a simple and touching religious faith, and her 

IIl 

toworcis before she sank into a state of coma were: “ I 
^ going to be with Jesus.” 


CHAPTER XLIX 

Some Minor Embarrassments 

The rise of the Labour Party to the position of the off] 
Opposition brought a number of minor embarrassme 
One of those was the attitude the Labour Party sb 
adopt to ceremonial functions, official dress, and im 
tions from Buckingham Palace. It had long been 
custom for IVIembers of Parliament of all Parties to r£0 
invitations to the annual Garden Parties at the Pal 
There never had been any objection to the acceptanc 
these invitations , but the situation was now rather difft 
because ceremonial occasions involved the questioi 

Court dress or official uniforms . 

When Mr. Lowther was Speaker of the House k 
very punctilious about the observance of established 
toms. It is the practice of the Speakers to give ai 
opening of the session, separately, dinners to the 
members of the Government and the chief memhe 
the Opposition. After these dinners a levee is hel 
which Members of the House of Commons are inviti 
the strict condition that they appear in levee dress 
military, naval or other official uniform. As no me 
of the Labour Party in those days possessed any of 
sartorial qualifications, they were unable to accept t 
vitation to the dinner or the levee. Mr. Lowther 
promised on the matter to the extent of invitin 
members of the Executive of the Parliamentary gn 
an occasional luncheon. 

’\¥hen Labour became the official Opposition ther 
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0 courses open to them : to absent themselves from all 
lemonial functions where Court dress or uniforms were 
sential, or to equip themselves with the necessary attire. 
;ut by the time the Labour Party had to settle this problem 
r, Lowther had resigned his Speakership and Mr. 
hitley had been elected his successor. Mr. Whitley 
laxed the rule which insisted upon levee dress at the 
eaker’s Levee. He enforced the condition that those 

0 possessed such dress should put it on for the occasion . 
t others who did not possess it were excused, and were 
tcome to the levee in ordinary evening-dress. Indeed, 
went further, and in the case of some of the poorer 
ibour members he permitted their attendance in an 

morning-suit. 

In the early days of the 1923 Parliament, when Labour 
d become the official Opposition, Lady Astor invited 
ee prominent Labour members to dinner at her house 
have the honour of meeting the King and Queen. I 
ieve it was by the special desire of Their Majesties that 
s invitation was given. The three Labour members to 
om this invitation came were Mr. Thomas, Mr. Clynes 

1 myself. The invitation was also extended to our 
Mr. MacDonald was not included in this invitation 



use about the same time he had been invited to a pri- 
te dinner party at Buckingham Palace. The card of 
itation which we three received to Lady Aster’s dinner 
itained the instruction that knee-breeches were essential, 
is condition put two of us in a difficulty. We did not 
this particular type of nether garment. Owing to 
lameness I was excused appearing in knee-breeches, 
econdition did not in the least trouble Mr . Thomas, who, 
elieve, was already in a position to fulfil the demand, 
ethird member of our little group could not be excused, 
Astor and Mr. Thomas set to work to provide 
breeches for him. It appears there is a second-hand 
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clothes shop in Long Acre which lets out for temp«, 
use evening-suits, knee-breeches, and levee dress andi 
forms, so our colleague was taken to this emporium, 
a further difficulty arose. He was very small in stal 
and a pair of knee-breeches to fit him could not be fo 
He was eventually fitted with the smallest pair they h 
stock, but they were still too wdde and too long m the 
With’ the aid of a plentiful supply of safety-pins 
managed to give him a fairly presentable appear 
Those of us who were aware of all this were probal 
uncomfortable as the wearer when he was being presi 
to the King, for we were in mortal fear that the pins i 
give way and transform his knee-breeches into 

trousers. 

W^hen we became members of the Goveinmer 
question of dress on official occasions became a 
urgent matter. We put forward the suggestion tl 
such occasions when members of the Government 
required to attend Court functions they should hi 
mitted to wear black evening-dress and knee-breechi 
this suggestion was not acceptable to Lord Stamfor 
He was then Private Secretary to the King. So 
arranged that a panel of Ministers who either s 

possessed or were prepared to acquire the necessary u 

should be formed from which three Ministers re 
to attend Court functions would be drawn, an 
IVIinisters who did not possess a Court uniform 
be excused from attending functions at which this ( 
obligatory. As it worked out, however, there ^ 
difficulty in conforming to this condition, as most 
members of the Government acquired the necessar 
There was some little criticism in the Labour I 
what they called “ this submission to flunkeyisni 
I do not think this criticism was widespread. As a 
of fact, the constituents of the Labour membe 
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eared in the full uniform were rather pleased to see the 
itographs in the newspapers of their representatives 
lyed in all this glory. 

¥e had a number of amusing experiences, some of 
ich are perhaps worth relating. My friend Stephen 
Ish, who was Secretary of State for War, had acquired 
full uniform in which to appear at the Speaker’s Levee 
rtly after we took office. He told me how he managed 
ret to the levee without attracting much public notice, 
was living at the Strand Palace Hotel, and he was 
ious to avoid passing through the lounge of the hotel, 
he had taken the housekeeper into his confidence and 
ed her if there was any private exit from the hotel. 
; told hiim there was a coal lift at the back which gave 


ess to a quiet street, and they could arrange for Mr. 
ilsh to be taken down in this coal lift, and a taxi could 
brought into the street. So, by means of the coal lift, 
^ Walsh in his gorgeous uniform was able to get to the 
eaker’s Levee without attracting public attention. At 
5 same levee one of my colleagues, who had never 
:ore put on an evening-suit, came and showed me his 
rt-cuffs. He had no links, and explained that he had 
iken them in trying to get them into the cuffs, which 
re as dirty through the struggles he had had as if they 
d been smeared with soot. Another of my colleagues, 
10 for the first time appeared in knee-breeches, told me 
it he had sent for his son from Yorkshire to help him to 
tinto them ! 



CHAPTER L 

The Dawes Report Conference 

At the time the Labour Government took office 
question of German Reparations was still unsettled 
the previous four years there had been innumerable 
ferences between the Allied Governments to arrive 
settlement of this problem by fixing the amount o 
German payments at a figure that might be withii 
capacity of Germany to pay. The fantastic figu 
reparations which had been talked about at the timei 
Paris Peace Conference had been repeatedly scaled i 
In 1922 a new scheme was submitted to Germany 1 
fixed her Reparation Debt at j^6, 600 ,000 ,000. It 
became apparent that Germany was not in a pos 
owing to the complete collapse of her currency an 
general financial condition, to make the annual payc 
and the Reparation Commission was informed a( 
ingly. The Commission granted a provisional 
torium. 

The British Government from the beginning of 
difficulties took up a very reasonable attitude, wHc 
in striking contrast to that of France. At the beg 
of 1923 Germany was technically in default in thedi 
of timber under the Reparation Scheme. The Rep; 
Commission had a majority of French and Belgian 
bers. The decision to declare Germany in defao 
opposed by Sir John Bradbury, the British member 
French members were anxious to secure a declara 
voluntary default so that the sanctions provided 
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aty of Versailles could be applied. The Reparations 
nmission, the week after this first declaration of default, 
the initiative of the French delegates, declared that 
many had again defaulted in coal supplies. Immedi- 
jr following this decision of the Reparation Commission 
French Government decided upon the occupation of 
Ruhr. Then followed a series of further minor do- 
ts on the part of Germany in the payments in kind, 
s gave the French, Belgian and Italian Governments 
excuse for the further occupation of German territory. 

: whole question of the Reparations was then thrown 
I a state of chaos. The British Government protested 
BSt the occupation of the Ruhr as a violation of the 
ce Treaties. 

hings remained in this chaotic condition until the 
imn of that year (1923), when on the initiative of the 
lish the Reparations Commission set up two corn- 
tees of experts to consider means and ways of balancing 
German Budget and stabilising her currency ; and to 
mate the amount of Germany’s capital deposited 
Dad and the means of restoring it to Germany, 
he main Committee was presided over by General 
m, an American financier, and the British members 
he Committee, though not representatives of the Gov- 
ment, were Sir Josiah Stamp and Sir Robert Kindersley. 
ere were also expert members of the Commission from 
ace, Italy and Belgium, and Mr. Owen Young, an 
lerican. This Committee did its work with great efii- 
icy and with unusual expedition. It issued its report 
he beginning of April . It is no secret that the drafting 
this Report was mainly the work of Sir Josiah Stamp, 
hor Pirelli, one of the Italian members, told me a good 
ty, General Dawes’ contribution to the work of the 
paission was confined to presiding over its plenary 
iions. About the time of the London Conference, at 
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■which the report of the experts was considered, Ge^ 
Dawes said to him: “ I hear a lot of talk about this]^ 
Report. I tViink I shall have to read it to see what I 

all about.” 

By the time this Report was issued the Labour! 
emment had taken ofhce, and it fell to them to meeil 
Alhed Governments in Conference to put the Report] 
operation. The Dawes Committee in. their Reports!] 
they approached the task as business men who werei 
cemed with the technical and not the political aspect 
the problem, with the recovery of debt and not the 
position of penalties. In their opinion the solution ol 
problem of Reparations involved the restoration of( 
man y’s credit, both internal and external. Questioe 
political guarantees and military occupation fell oiil 
the Committee’s jurisdiction, but, they declared, the 
they proposed was based on the assumption that ext 
measures, so far as they hampered economic acti 
would be eventually withdrawn . 

This statement clearly implied that the occupatio 
the Ruhr must be terminated if Germany were to be f 
a chance of restoring her economic life. The es 
further expressed the opinion that Germany was 
equipped -with resources, and as soon as her econ 
position was restored she would be able to meet 
Reparation obligations. The experts did not fix ai 
mum of German Reparation payments, but propose 
ascending scale of annual payments which in a full 
w’-ould rise to £125,000,000. In addition to this, delh 
in kind were to be continued . The Report was accept 
the German Government, who said that they regai'C 
as a practical basis for the rapid solution of the Repara 
problem, and declared that they were ready to give 
collaboration in carrying it out. 

Soon after the Report was issued, Mr. MacDon; 
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combined the office of Foreign Secretary with that 
It Premiership — got into touch with the French Prime 
ister for a preliminary conversation on the Report, 
before that time M. Poincare had been defeated, and 
Herriot — ^who belonged to the Left Wing of French 
ical parties — had taken office and become Prime 
ister. Mr. MacDonald invited him over for a week- 
at “ Chequers ” for a preliminary talk on the Dawes 
ort. It was never made quite clear what took place 
lis conference; but, from what transpired a few days 
, Mr. MacDonald and M. Herriot appeared to have 
a away somewhat different impressions of their con- 
ations. Immediately after these conversations Mr. 
Donald sent a dispatch to the British Ambassador 
Lome, the first paragraph of which stated that Mr. 
Donald believed M. Herriot had agreed that it was 
;ssary to convoke a small Allied Conference for the 
30se of concerting arrangements requisite to put into 
e the suggestions contained in the Report of General 
res. He also suggested that these requisite arrange- 
Lts might be embodied in a protocol to be signed by 
Allies and Germany. This dispatch then went on 
tate categorically the views of the British Government 
the terms of these arrangements. The succeeding 
igraphs should be quoted in full in view of the effect 
dispatch had upon French public opinion. They 
I as follows ; 

“His Britannic Majesty’s Government favour the plan of 
dng in such protocol (a) a date by which Germany must 
implete legislation and other measures which she Mil have to 
ke; (d) a later date — perhaps two weeks after the first date— 
which all economic and fiscal sanctions now in force in German 
rritory and which affect the economic activities of German 
eich would be withdrawn. This plan had already been sug- 
isted at conversations which took place in England early in 
[ay between Mr. MacDonald and the Belgian Ministers. 
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“ It is laid down in the report of General Dawes that o 
the case of a flagrant failure to carry out conditions whk 
report embodies shall sanctions be reimposed. The pt 
now suggested should therefore contain a stipulation ti 
effect, and it will be necessary to decide what authority, 
event of a flagrant failure occurring, is to decide that the 
been such a failure. The engagements which Germanj 
undertake under the scheme proposed in General Dawes’ I 
go far beyond those imposed by the Treaty of Versailles, 
seems, therefore, to His Britannic Majesty’s Government tl 
duty of deciding whether a flagrant failure has occurred i 
properly be entrusted to the Reparation Commission, sin 
functions of that Commission are strictly determined 1 
Treaty of Versailles. It has been suggested that the sere 
the Financial Committee of the League of Nations shm 
invoked for this purpose. 

“The protocol must also include a clause providing for 
ence to the International Court of Arbitration of any c 
in regard to proper interpretation of its terms.” 

This dispatch had not been sent to the French Gc 
ment, and when its contents became known there 
violent outburst in the French Press, and for a 
M. Herriot’s position appeared to be severely si: 
It was naturally assumed that the views expressed i 
British dispatch were also those of M. Herriot, am 
they had been agreed to during M. Herriot’s vi 
England. The sentiments expressed in the paragr 
have stated undoubtedly harmonised with British ] 
opinion, but they were wholly unacceptable to F 
Indeed, at the Inter- Allied Conference which was 1 
few weeks later, the points raised in this memora 
were the subject of heated differences between se 
of the delegates. The wrath of the French Pres 
poured much less on Mr. MacDonald than on M. H 
who was charged with having been tricked and 
having had another Sedan inflicted upon France, 
fact that this dispatch had not been sent to the I 
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vernment was regarded as a deliberate insult. The 
lation was so serious for M. Herriot that he had to 
le a statement declaring that the views expressed by 

MacDonald were solely those of the British Govern- 
nt. The British Government had also to issue a 
tement that an invitation to the Conference had not 
a sent to France because it was deemed unnecessary 
new of the “ Chequers ” meeting. Matters were not 
)roved by the further statement that if the French 
vernment wanted an invitation sent to them it would 
sent. 

Ihe situation was really so serious that it not only 
eatened to destroy the proposed Conference, but to 
ate serious difficulties with France. However, Mr. 
icDonald took the matter in hand, and packed his 
tmanteau for a week-end visit to M. Herriot in Paris. 
,e two Prime Ministers spent a couple of days together, 
1 at the end the misunderstanding was cleared up, and 

Herriot publicly expressed the opinion that the 
enie cor diale was now stronger than it had been since 
; Armistice ! At the conclusion of their conversations 
ong memorandum was issued which set out in detail 
! points they had agreed upon for putting the Report 
0 effect. The French Press regarded this Franco- 
itish Memorandum as a defeat for Mr. MacDonald, 
t it actually strengthened M. Herriot’s position, and 
ar a debate upon the subject in the French Senate two 
rs later M. Herriot received an overwhelming vote of 
fidence. In a statement in the House of Commons 
! day after his return from Paris, Mr. MacDonald 
lared that the British Government held by the views 
kd expressed in his first dispatch, though he agreed 
t they should be the subject of discussion at the 
thcoming Conference. 
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The Inter-Allied Conference met in London ot* 
i6th July. Ten countries were represented at thef 
ference, but all its work was conducted by the 
sentatives of Great Britain, France, Belgium and 1 
with the two United States “ observers 

The first work of the Conference was to appoint I 
Committees. The first Committee, of which 1 
chairman, dealt with the measures the Allies i 
take in the event of the wilful default of Germany, 
with the conditions on which an international loan m, 
be raised — ^which the experts had reported as being 
first step towards the financial restoration of German?, 
From the opening of the Conference it became t! 
that the French delegates were insisting upon the 
tention of the powers already possessed by the Reparat 
Commission to declare Germany in default. Thel 
parations Commission, as I have already pointed otit,! 
upon it a majority of French votes, and if the exkl 
powers of the Commission were retained the decisitii 
the Reparations Commission would be in effect! 
decision of the French Government. The Fie 
delegates insisted upon the right to take indepei 
sanctions against Germany in case of a default declt 
by the Reparations Conunission. The French Mi® 
of Finance took the line that it would be fatal ts 
French Government if it got about that France had j 
up her right to take independent action. The discus 
on this question fell to the Committee over whit! 
presided, and we spent days of time in trying to reca 
France to a more reasonable attitude. We occupied! 
whole morning in discussing what was meant bfi 
words “ ■ndhul default ”. The British delegates tool; 
the attitude that a default ought not to be declaiii 
the reason for it was beyond Germany’s control. 1 

a long and at times rather heated debate, the Comni! 

..... 1 
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to set up an Arbitration Commission, to whom an 
might be made by any member of the Commission 
egarding a default by Germany where the Commission 
?as not unanimous. This arrangement was sufficient 
afeguard against the application of economic or military 
anctions by one country only. 

’ Such an arrangement as this in regard to sanctions was 
tecessary if favourable conditions were to be given to 
flotation of the international loan to Germany of 
|o, 000,000, which was recommended by the Expert 
bmnaittee. Investors could not be expected to put 
into a country which might be liable at any time 
I the destruction of its economic life through military 
Icupation by a foreign country. To meet this difficulty 
I some extent we secured the insertion in the protocol 
i the Conference of a clause that the loan would be 








to absolute priority on the resources of Germany 
priority also before any resources which might arise 
la result of the application of sanctions. 

-Apart from the political aspects of the occupation of 
jte Ruhr, the continuance of this occupation was cal- 
to make the raising of an international loan very 
ult, and the international bankers who would have 
d float the loan declined to undertake to do so unless 
|e French withdrew from the Ruhr. These international 
came in for a good deal of criticism in the French 
iess, who charged them with being tools of the British 
fevemment. The attitude of the bankers was perfectly 

It was not their own money they would 
to invest in the loan, but the money of the people 
whom they could borrow it. The loan would have 
I be raised mainly in Britain and America, and the 
pnch declined to pledge themselves to raise any part 

lit. 

When the three Committees had prepared their pre- 
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liminary reports, the question arose of the invitatiot 
the German delegates to the Conference. Up to| 
time the Germans had never been invited to be pres 
to put their own case at any of the numerous Reparai 
Conferences which had been held in the previous ( 
years. A Labour Goveriunent could not follow] 
precedent of the Paris Peace Conference and declim 
hear the views of the Germans upon a matter so vili 
affecting them. After some opposition from ceit 
Allies it was agreed to ask the Germans to conn 
London to meet in a Plenary Conference, where i 
were assured they would have every consideration! 
be given every opportunity to place their views bet 
the Conference upon the scheme as it had been ameni 
by the Committees of the Inter-Allied Conference. 

The German delegates brought with them a numeii 
staff of experts, translators, clerks and typists. Wheiii 
German delegates appeared at the Conference they 
received Avith politeness by all the Allied delegates, ifi 
vdth cordiality by the French. The principal Gen 
delegates -were Dr. Marx, who at that time was Clt 
cellor; Dr. Stresemann, then Foreign Secretary; \ 
Dr. Luther, who, I think, was Finance Minister. 1 
German delegates appeared to me to be suffering ft 
a consciousness of their position, and to be unceit 
whether they would be treated as the German deleg 
were treated at the Paris Conference and regarded 
culprits who had come to hear the sentence passed t[ 
them. But as the Conference proceeded they seemed 
gain confidence and courage to place their views bd 
before the Allied delegates. At the first Plenary Sess 
Ley were given copies of the Reports of the three A1 
w-ommittees, and they were asked to study them i 
present to a further Plenary Session their observatij 
ipon them and their proposals for amendment. Uii 
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eway in which the Peace Treaty was presented to the 
erman representatives at Versailles, the Reports of the 
ommittees were not handed to them with a statement 
tat they must be accepted or rejected as they stood, 
day or two later the Germans had completed their 
tamination of the Reports, and were prepared to submit 
leir observations to a further Plenary Session. 

The main points upon which the Germans desired to 
[lend the Reports of the Allied Committees were with 
gard to deliveries in kind, protection against the applica- 
m of sanctions for a default which might become 
evitable, and the French demand for the investment of 
paration payments in German industry. But the 
atter in which they were interested beyond all else was 
secure an early evacuation of the Ruhr. This question 
as never discussed in the Plenary Sessions of the Con- 
rence because it did not directly arise out of the Dawes’ 
eport; but the evacuation was implied in this document, 
lie negotiations on this question of the evacuation of the 
uhr were carried on between the chief delegates of both 
des in private conversations . 

When this question was first raised in the conversations 
itween the principal Allied delegates, M. Herriot had 
sisted upon a period of two years before evacuation 
)uld take place. This was a preposterous demand, and 
le which the British Government could not possibly 
icept. Mr. MacDonald made it perfectly clear to the 
rench and Belgian Prime Ministers that the British 
pvernment did not recognise the Ruhr occupation, and 
kn the Dawes’ Report came into operation there could 
! no justification, even from the French point of view, 
^continuing the occupation. 

In the dispatch which Mr. MacDonald had sent to the 
(itish Ambassador at Rome, based on the conversations 
ith M. Herriot at “ Chequers ”, he said that the British 
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Government favoured the plan of fixing in the Pn 
of the Dawes Plan a provision for the removal of sam 
then in force in German territory within two weeks ( 
date when Germany had completed legislation and 
measures to put the Plan into operation. 

It seemed at one time as though the Conference ^ 
break down on this issue. The Germans were 
reasonable on the matter, and were willing tha 
evacuation of the Ruhr should be by rapid stages 1 
ning at once. M. Herriot was admittedly ia a dli 
position. He himself, I believe, was willing to ex{ 
the evacuation, for he had opposed Poincare’s 
when the occupation took place. But there were 
behind him too strong for him to resist. He had tc 
iuto account French pubhc opinion, and when ii 
known that this question was being discussed in 
don a stoma of adverse criticism broke out in 
M. Herriot was not a strong man, and surrendered 
to opposition. He had among his colleagues oi 
French delegation at ‘ the Conference General 
Minister of War, who kept M. Herriot in a state of t 
General Nollet v/anted the permanent occupation ( 
Ruhr for military security. I had a conversation 
General Nollet during the Conference, and he put 
views quite franldy before me. 

When the Conference appeared to be at the poi 
disruption on this question, M. Herriot hurried to 
to consult his Cabinet and take stock of the pos 
When he returned he appeared to have securei 
support of his Cabinet to a proposal to reduce the { 
of further occupation. But the French were not pre 
to agree to this modified period without exacting 
the Germans some commercial advantages. Ai 
crisis came two days later, and M. Herriot declarec 
the utmost he could concede in view of the pressi 
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j^ench P’-J-blic opinion was to agree to tne v/itharawal 
'Offt t^uhr in twelve months. Mr. MacDonald, 
^pportei i^y Mr, Kellogg, the American Ambassador, 
iced by tttis situation, pressed the German Ministers 
> accept this condition in return for the advantages 
rjiich the I;:) awes Plan offered to Germany. 

I had been kept informed of the negotiations which 
ad been going on, and I felt strongly for several reasons 

this bargain should not be accepted. I had a letter 
hm Mr. fMacDonald on the night of the 14th August 
iforming me of the state of the negotiations, and I 
jplied at once to him giving my views very frankly upon 
xe situation. In the course of this letter I said: 

“To countenance in any way the claims of the French to 
remain in the Ruhr for a year is so utterly opposed to the whole 
conception of the Dawes Plan and is so contrary to everything 
we as a party and Government have professed, that it would, 
in iny opinion, be deliberate suicide to countenance the French 
; claim in any shape or form. 

“The French, as well as everyone else, know full well that there 
is no chance whatever of the Loan if the French do not at once 
begin the evacuation of the Ruhr. This is not merely a banker’s 
demand. It is an investor’s demand. No sane person would 
p lend a penny to a country whose chief industrial area was occu- 
:: pied by foreign troops. 

“I was told at noon to-day that at the midnight meeting last 
iiight you and Kellogg pressed the Germans to accept the twelve 
months’ occupation, and assured them that this Loan would be 
all right. Kellogg had expressed this view to me. 

“The suggestion you mentioned to me this afternoon. thai 
^as evidence of good faith’ Herriot would announce the evacua- 
tion of Dortmund seems to me on reflection to be far worse than 
nothing, for it would be evidence not of good faith but an obvious 

pretence. 

“lam not making this serious statement on any impulse. I 
have seen, this crisis coming from the opening of the Conference, 
and I have been thinking about it continuously. I am sure that 
if the British Government supports Poincare in this matter it 
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viill not only destroy all chances of a European settlement: 
\\ill ruin j^our Government/' 

The Germans, under compulsion, eventually accef 
the French conditions, but at the close of the Confer 
Mr. MacDonald handed to the Press a copy of a le 
he had addressed to the French and Belgian Pr 
Ministers stating the views of the British Governn 
regarding the occupation of the Ruhr. I think 
MacDonald’s letter ought to be quoted in full, for it 
a bold declaration of his disapproval of the action of 
two Prime Ministers to whom the letter was addres 
He said ; 

‘Tn view of the new agreement which has been reai 
regarding the occupation of the Ruhr and of the exchanj 
Notes betv^een the three Governments primarily concerne 
is necessary that I should reiterate in writing the position o! 
British Government as I have so frequently explained it du 
the last two or three days. The British Government hasu 
recognised the legality of the occupation of the Ruhr noi 
interpretation of the clauses in the Treaty of Versailles i 
which their iUlies acted. They hoped that as that occup 
was undertaken solely for economic purposes it would be 
drawn so soon as the Dawes Report was put in operation. 
Expert Committee, because their terms of reference wen 
limited, had to refrain from making recommendations regai 
this mihtary occupation, but they made it clear that the econi 

effect of the occupation could not be overlooked if and whei 
report was acted upon. 

The occupying Powers and the German Government 
agreed to accept an arrangement by which the occupation 
not extend beyond twelve months from this date, but ma 
terminated earlier. The British Government, without p 
dice to the position which they and their predecessors 
taken up as to the interpretation of the Treaty, but being an) 
to see the Dawes Report in operation, simply note the agreei 
and urge most strongly that the Governments concerned sh 
take e\ery possible step to hasten the evacuation, as in 
opinion of the British Government the continued occup 
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may prejudice the working of the Dawes Plan and jeopardise the 
arrangements agreed to at the London Conference. 

^The publication of Mr. MacDonald’s letter, and of an 
ierview which I gave to an English newspaper in which 
expressed similar views, aroused a storm of indignation 
(the Paris Press. We were both for days the objects of 
« most vituperative abuse. Mr. MacDonald’s letter 
3s described as a bludgeon blow at M. Herriot. 

There was one further incident which gave rise to 
ime unpleasantness, but that did not find expression 
1 the floor of the Conference. The French were in- 
pting upon a clause being inserted in the Protocol 
lating to the permanent investment of reparation pay- 
ients in German properties. The French proposal 

|arly went beyond the recommendations of the Dawes 

# 

fenmittee. This Committee intended that no m- 
Itments of such a character should be made in German 

r' ' , 

tbperties without the full assent of the German Govem- 
ient. French delegates insisted that the Transfer 
lommittee should have the power to make such in- 
estments. In the original form of this French proposal 
le Transfer Committee could make such investments 
ithout the assent of the German Government, but 
1 Herriot conceded that, if the German Government 
bjected, the matter should be referred to an arbitrator 
iiose decision would be final. All the delegates excep 
le French were agreed that it was very undesirable tha 
ach investments should be made out of reparation funds, 
lit the French insisted that the Transfer Committee 
bould not be prevented from making such investments. 
The Germans felt strongly upon this point, and put 
ito the proceedings of the Conference a protest against 
. When M. Herriot agreed that a particular instance 
( such investment might be referred to an arbitrator. 
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I congratulated him upon his faith in arbitration, 
hoped that he would support arbitration upon , 
matters upon which the 

remark passed with no comment, but it turned out 
after the meeting M. Herriot began to thmk aboj 
observation, and that evening he rang up ^r. MacD, 
in a state of frantic indignation. He declared that 
insulted him and cast reflections upon his honour ; 
that, unless he could get satisfaction, he would pa( 
his bag at once and leave the Conference.^ A n 
sleep, however, appeared to have nnollified his ange 
next morning he was in a cordial humour, and I 

nothing about the incident. 

This Conference and the Dawes Plan for exi 
German Reparations are now more or less matti 
history, but I have dealt with the Conference at 
length in the hope that perhaps my impressions 
may be of some use to a future student who reai 
story of the innumerable efforts to exact W ar Repai 
over a period of fifteen years, and to point the m 
their futility. I am anticipating future events by i 
here that after four years of its operation the Daw 
was found to be impracticable, and another i 
Committee ” was set up to prepare a new plan. 

The outstanding figures at the Dawes Conference 
the foreign delegates were M. Herriot (the French 
Minister), M. Theunis (Prime Minister of Belgiun 
Signor Jung (the Italian delegate) . M . Herriot c 
make much impression upon me, but his un 
Parliamentary position was a great handicap to hii 
probably explained his lack of courage in facing m 
ous decisions. Since I made his acquaintance 
Conference I have followed his political career in 
with interest, and I think I have noted all throu 
same hesitation in giving a strong lead . But , of 
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difficult for Englishmen to understand the interplay 
French political affairs — ^the complication of in- 
lerable parties — ^the difficulty of a statesman who 
it always depend for support upon a compromise. 
Herriot is, I believe, a man of considerable literary 
inments, and was formerly a Professor of Literature, 
he is probably more fitted by nature for that than for 
stormy life of French politics. 

Ine of the ablest men I have met among foreign 
esmen was M. Theunis. Since the London Cdn- 
nce M. Theunis has left politics to devote himself 
iusiness. This must have been a great loss to Belgian 
tics, for he was one of the most astute diplomatists 
Europe, and carried great influence at international 
lerings. I liked Signor Jung, the Italian delegate, 
jrmuch. He had lived for many years in America, spoke 
jlish perfectly, and was thoroughly acquainted with 
A.nglo- Saxon character. He was very useful in the 
oference, and was always ready to devise some new 
tnula which might solve the problem we were 

cussing. 

Vir. MacDonald’s chairmanship of the Conference was 
nirable. In that position he was unable to take a 
ang line, but, when nerves were becoming raw and 
apers threatened to explode , he was ready to pour 
on the troubled waters and calm the rising storm, 
made a good impression on the continental delegates, 
i, until the publication of his letter about the occupation 
the Ruhr, the French Press had been warm in its 
igratulations upon his conduct of the Conference. The 
each are the most pleasant people in the world to 
t along with provided they get all their own way ; but 
)ss them, oppose them, criticise them, and the French 
ess will burst out into unrestrained vituperation. 
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CHAPTER LI 
The Rtissian Treaty 

Parliament adjourned . for the Summer Recess ( 
7th of August 1924. The Labour Government ha 
been in office for six months. Its popularity i 
country had grown rather than diminished. The 
had been dispelled which many people entertained 
time the Government was formed that it would 
soon expose what Mr. Churchill called “ its unfitr 
govern ”, or that it would indulge in rash Soc 
schemes and destroy the financial credit of the co 
In this six months it had produced a program; 
useful social reform, moderate in its character, 1 
by the fact that it had not a majority of its own 
Unemployment had been reduced from 1,215,0 
1,026,000. Since they took office the Labour Gi 
ment had been defeated ten times, but not on an' 
issue which indicated that the Government had lo 
confidence of the House of Commons. On a nuni 
occasions it had been saved from defeat on vital isst 
the support of the Conservative Party. 

At the time of the adjournment the relations be 
the Government md the Liberal Party were noi 
harmonious. Sir John Simon and Mr. Pringle hac 
tinned their vendetta against the Government, ar 
speeches of the Liberal leaders in the country 
becoming more and more hostile to the Govern 
The House of Commons was to meet after the Rec 
me end of September, when decisions would have 
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[ea upon one or two important questions on which 
sre were likely to be acute divisions between the 
jvernment and the Liberal Party, The chief of these 
IS the T reaty which had been concluded between the 
jvernment and the Russian Soviet Government. As 
is was a matter which played a prominent part in the 
ineral Election which followed in October, it is necessary 
give a rather full account of the nature of this Treaty 
1 of the circumstances under which it was concluded . 
Following the de jure recognition of the Soviet Govern- 
snt by the British Government in January, the Russians 
re invited in April to send a deputation to London to 
empt to settle outstanding questions between the two 
^emments. Chief among these questions were the 
ter-govermental Debts, the claims of British holders of 
issian Bonds and of the British subjects who had had 
ar property taken away. These were matters to be 
[tied before complete commercial relations could be 
ablished between the two countries. 

This Anglo- Soviet Conference opened at the Foreign 
fice on the 14th of April. Mr. MacDonald was too 
By with the combined offices of Prime Minister and 
ieign Secretary to take part in this Conference, which 
I from day to day; so Mr. Arthur Ponsonby, the 
ider-Secretary for Foreign Affairs, took charge of the 
irk of the Conference as the representative of the 
itish Government. He was assisted in the negotiations 
representatives of the Treasury, the Board of Trade 
I the Overseas Trade Department. This Conference 
Itinued its conversations for four months without 
iking much progress towards agreement upon the 
Standing questions, 

'■r, 

By the 4th of August the Conference had drafted, but 
f agreed upon a Treaty; matters had come to a deadlock 
the question of compensation for the repudiated 
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Russian debts and the confiscated private propei 
British subjects. Some of the Soviet delegates had 
in touch with certain of the Labour members and' 
Union officials during the whole Conference. Tbe 
been telling fairy-tales about the hundreds of milli( 
Russian orders which were waiting to be given to I 
industrialists as soon as a Treaty was signed. Wb 
announcement was officially made by the Foreign 
that the Conference had broken down, the Soviet 
gates got to work with this group of British L 
members and Trade Unionists, and a meeting was 
in one of the rooms at the House of Commons at 
all the Russian delegates were present. 

This meeting, which had no information beyond 
the Russians told them, after an hour’s convers 
decided the Conference should not disperse w 
producing something in the nature of a Treat 
deputation of Labour members from this meeting 
touch with Mr. Ponsonby, and impressed upon hii 
it would be fatal to the reputation of the Labour 
if the Conference failed to come to some agreement 
outcome of this conversation was that next day 
Labour members submitted a formula which the 
might bridge the main outstanding differences, 
formula was submitted to me, and it seemed so innt 
and so meaningless that as a mere face-saving de 
had no objection to it if it would save the Conf 
from complete collapse. Next morning, on the i 
August, the Conference reassembled, when a f 
arrangement was reached, and Mr. Ponsonby th 
evening informed the House of Commons that an 
ment had been reached’ A preliminary Treat 
been concluded which would be presented to Parli 
next day in the form of a White Paper. In acco: 
with the usual practice, this Treaty would lie ( 
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)le of the House for twenty - one days before 
Ecation. 

bis announcement led to a rather acrimonious debate 
Rrhich the agreement was characterised, not inaptly, 
mere fake. This Treaty left unsettled the vital question 
compensation for Russian debts and confiscated 
perty, but proposed that later a committee of six 
sons — ^three of them Russian and three British — ^would 
into the matter and submit concrete proposals which 
lid be embodied in a later treaty. The fact was that 
Russian Government had not then nor at any other 
e the least intention of paying a penny of compensation. 

■ only concern was to get a loan, guaranteed in respect 
nterest and sinking fund by the British Government. 
5 Russians were quite ready to make plenty of pledges 
;o their future action on the matter of compensation if 
)an could be secured thereby. 

it was this proposal that in certain circumstances the 
tish Government would guarantee a Russian Loan 
ich provoked violent criticism and protests both in the 


use of Commons and in the Press. I never got very 
ited about it, because I knew that the preliminary 
iditions laid down by the British Government would 
fer be met by the Russians. In the General Election 
ich took place in the following October I had perforce 
make many references to this subject in my Election 
eches, and the substance of what I said may be sum- 
rised in a sentence. I said that so long as I was at the 
:hequer there would not be a peimy of British Govern- 
nt money given to Russia without such security as 
uld make a repudiation of the loan impossible. 
Parliament adjourned for two months the day after the 
blication of the Draft Treaty, and the Liberal and 
nservative members went away to their constituencies 
denounce and misrepresent this part of the Treaty 
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which promised conditionally to guarantee a Loan, 
most ridiculous statements were made as to the ati 
of the suggested Loan. The Russians, of course, n 
have been glad to get— if it ever came to that point 
unlimited Loan, but in the course of the conversi 
which had taken place in the Conference the Bi 
delegates had never suggested a larger sum 
£30,000,000. The British Government were n& 
favour of guranteeing a Loan. During the sittii 
the Anglo-Soviet Conference, Mr. MacDonald issi 
statement to the Press on 21st May in which he sd' 
any guarantee by the British Government of a 
raised by Russia was out of the question. And c 
the Election Mr. Ponsonby, who had taken the 
part in the Anglo-Soviet negotiations, said in a s 
at Sheffield: “At the beginning of the negotiatio; 
Government made every effort to come to an agre 
without a British guarantee to a Loan, and I had k 
tions from the Cabinet to do my utmost to come t 
an agreement.” 

Looking back over the story of this regrettable 
I am now convinced that it was a mistake wh 
Conference had broken down to pay heed to the p; 
that was brought upon the British Government 
Labour members to reopen the conversations 
make a patched-up and futile agreement which 
could have had any practical results, and whic 
served to give the political opponents of the 
Government a stick with which to beat them. 

I will now go back to the general political situs 
it existed at the adjournment of Parliament 
August. Though there were difficulties facing the 
Government in the Autumn Session, they did n 
appear to be so serious as to jeopardise the positioi 
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eminent. Mr. MacDonald had stated in the House 
Commons that he would take the unusual course of 
nitting the Russian Treaty to Parliament for amend- 
it, acceptance or rejection. As this was a new de- 
ure, it may be worth while to reproduce that part of 
MacDonald’s speech which explained the position: 

“A signature attached to a Treaty does not carry with it the 
action of the House of Commons. . . . 

“ 1 want to sign the Treaty today. If my signature is attached 
this Treaty, I shall not be labouring under the foolish delusion 
at the House of Commons has sanctioned it — of course not — 
cause the House of Commons has not sanctioned it. It is 
mply the signature that the Treaty in this form was the agree- 
ent that emerged from the negotiations, which under these 
inditions would then be ended. That is all. NowtheGovem- 
ent say: ‘So much are we aware of that, that we pledge our- 
Ives to produce the Treaty before the House of Commons, 
jd that the Treaty shall lie on the Table of the House of 
fmmons, not twenty-one days, but twenty-one Parliamentary 
ays. ’ Very well, is not that ample ? Surely that is enough. Is 
bt that the usual practice, or, in so far as it is not the usual 
ractice, is it not an evidence that the Government are most 
|xious that not a clause, not a provision, not a line of this 
|reaty should become operative until the House of Commons 
|s sanctioned it? 

{“We shall not put a clause into this suggested Treaty of ours 
Lat every word of it, every line of it, every provision of it, ever}'- 
^exe of it, must be taken en bloc or rejected altogether. The 
louse can consider it, it can amend it, it can pass it or reject it 
ter all has been done. 

fif the Treaty be signed, the House is not committed; the 
euse will he absolutely free with regard to these Treaties to 
hich, I understand, objection is taken when they come before 
ie House. The House is absolutely free, irrespective of what 
(done today, to use its judgment and discretion regarding this 

'reaty.” 

I'his statement of the Prime Minister has had a sig- 
lance which at that time was not fully appreciated. 
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The statement was in effect a declaration that the Gwij 
meat left the House of Commons free, and the Got{ 
ment would not regard an amendment or a rejectw 
parts of the Treaty as a censure upon the Goverm 
involving its resignation. 



CHAPTER LII 

The Fall of the Labour Government 

BRING the Recess two incidents occurred which changed 
e political situation, and which seriously damaged the 
estige of the Government and threatened to bring its 
e to an ignominious and untimely end when the Autumn 
ission began at the end of September. One was a 
isonal matter which I dislike to mention, but it is 
icessary to do so because of the material which this 
icident provided for the political opponents of the 
abour Government. 

On the 1 2th of September there appeared in the Press 
ider a sensational double-column heading a story that 
Ir. MacDonald had become the holder of 30,000 shares 
[ the well-known biscuit manufacturing firm of McVitie 
Price . This transaction had taken place in the previous 
larch, and until this Press disclosure it had been kept 
|iet. When this fact leaked out through the newspapers 
|ere was a violent Press attack upon Mr. MacDonald, 
(id, if not openly, by innuendo, he was charged with 
olitical corruption. While the circumstances when they 
ecame known reflected no discredit on Mr. MacDonald, 
te blundering way in which the transaction was carried 
hough lent itself to the meanest form of personal attack. 
The circumstances were these. Mr. Alexander Grant, 
h head of the firm of McVitie & Price, was an old 
pquaintance of Mr. MacDonald’s family. Mr. Grant, 
s he was then, had been a very intimate friend of Mr. 
lacDonald’s uncle, and, though opposed to Mr. Mac- 
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here was a violent Press attack upon Mr. MacDonald, 
nd, if not openly, by iimuendo, he was charged with 
olitical corruption. While the circumstances when they 
ecame known reflected no discredit on Mr. MacDonald, 
ae blundering way in which the transaction was carried 
orongh lent itself to the meanest form of personal attack, 
i The circumstances were these. Mr. Alexander Grant, 
|e head of the firm of McVitie Sc Price, was an old 
l^quaintance of Mr. MacDonald’s family. Mr. Grant, 
I he was then, had been a very intimate friend of Mr. 
*TacDonald’s uncle, and, though opposed to Mr. Mac- 
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Donald’s politics, he had followed his political careen 
interest and with warna adnoiration. When Mr. \ 
Donald became Prime Minister, Mr. Grant express, 
desire to present him with a Daimler car as a conti 
tion to his personal comfort. Mr, MacDonald at 
demurred, but finally agreed to accept the pnerous ( 

Instead of presenting Mr. MacDonald with the cai 
providing for its maintenance, he took the unforti 
method of transferring these shares to Mr. MacDo 
The understanding was that the income from these si 
would be enjoyed by IMr. MlacDonald so long as he 
a car, and at his death the shares would revert to 

Grant or his heirs. 

But there was another unfortunate incident \ 
political opponents, anxious to damage the Prime h 
ter’s reputation, dragged into prominence. The s 
had been transferred to Mr. MacDonald in March 
in the following June Mr. Grant’s name appeared i 
Honours List as the recipient of a baronetcy, 
minded people put the two things together and insio 
that the Prime Minister had recommended a baronet 
Mr. Grant in consideration of the gift of these s 
It is within my own knowledge that Mr. Grant’s 
had been on the waiting-list for a baronetcy befor 
MacDonald became Prime Minister. Taking intc 
sideration the reasons for which public honours an 
ferred, Mr. Grant had a high claim to such a distil 
He had risen from the position of a poor working-r 
the head of a large and prosperous business . H 

used his wealth generously in the public interest ; 1 
come to the rescue of the famous Advocates’ Librar 
a large sum of money, and had received the freed 
the City of Edinburgh for his public benefactions . 

But the whole transaction of the shares and the i 
car could not have been carried out in a wav 
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ilculated to excite public suspicion and to give Mr. 
McDonald’s political opponents a better weapon to 
tack his personal honour. Things like this are not 
sed so much on the public platform, although there was 
0 lack of this form of attack, but in underhand ways, 
t the General Election which followed shortly after this 
sposure, there is no doubt that this was used with 
amaging effect by canvassers who carried the slander 
•om door to door, and told it with exaggeration and 
escribed it as an instance where a Prime Minister had 
sed his position to recommend a baronetcy for pecuniary 
onsideration. Slanders of this sort by canvassers are 
ifiicult to combat, and often have a more damaging effect 
n political opponents than any amount of platform abuse 
nd criticism. 

This exposure was a terrible blow to Mr. MacDonald, 
le is keenly sensitive to adverse criticism and to personal 
ttacks. Indeed, I think I know no man who takes things 
ike this so much to heart. When the exposure appeared 
a the newspapers Mr. MacDonald was at Lossiemouth, 
nd he was inundated with abusive commxmications from 
he “ anonymous correspondent These letters, the 
iress attacks, and the whole incident completely upset 
lim. When he came back to London for a day or two a 
ortnight later a few of his colleagues who were in London 
net him for an informal talk about the political situation 
ind the work of the forthcoming Autumn Session. We 
aw at once that he was in a highly nervous condition, 
ie was not in a state to take a calm and reasoned view 
)n any subject. Everything seemed black to him. The 
toblems which were facing the Government had assumed 
( dark and hideous appearance, and he said that he felt 
iaable to face the difficulties ahead. He would welcome 
( General Election as a way of escape from his troubles. 

When we left this gathering every one of my colleagues 
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agrcsd thst he wss nerve-rseked. 2.nd. in needi 
long holiday. That, however, was out of the ques 
as we were within a few days of the meeting of P arliain 
When Parliament did meet on the 30th September it 
clear to some of us that he had not recovered his nf 
and we feared what might happen when he had to fa 
merciless Tory Opposition and a Liberal Party by 
no means friendly. Our fear, unfortunately, turned 
to be fully justified, and ten days after the meetb 
Parliament the Government was overthrown and 
country plunged into an Election by one of the 
ill-considered and tactless decisions in Parliamei 


At the end of July, just before Parliament adjoi 
for the Summer Recess, attention was called to a 
appearing in a Communist newspaper which was al 
to be of a seditious and treasonable character, 
notice was taken of this incident at the time, and nc 
imagined that it was going to develop into a first 
political crisis, eventually bringing about the def( 
the Labour Government. Two days before Parli: 
rose the editor of this paper, a man named Cam 
was arrested on a charge of having written this a 
and a charge of sedition was alleged against him. 

In answer to a question in the House of Comme 
the 6th August (and in view of subsequent develop 
this is an important date in the story of this inci 
the Attorney-General, Sir Patrick Hastings, anno 
that the editor had been arrested, and that he ao 
responsibility for these proceedings . 

The Attorney-General afterwards explained that 
the time this question appeared on the paper he hac 
little interest in the case and had done nothing 1 
giving his legal opinion as to whether the cha: 
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sedition could be established on the article in the Com- 
munist paper. Before giving a reply to the question he 
iiought it was necessary to inform himself more fully 
'upon two points, first, whether on further reference to the 
iarticle his former view that it was a breach of the law 
scould be confirmed, and secondly, if there were other 
'facts about Campbell he ought to know. He wanted to 
Iget hold of some person who knew Campbell, and as 

iMr. Maxton was the first member who asked a question 



lou the case the Attorney- General thought that he would 

S t able to give him some information. He sent for 
laxton, who told him that Campbell was not the editor 
of the paper, but was in the position temporarily while 
the editor was away ill. Maxton told him that he knew 
iCampbell well ; that he was a man who had fought through 
|he War from beginning to end, and had been decorated 
for exceptional gallantry, and had been crippled in both 
feet. “ I thought to myself ”, said the Attorney- General, 
“What would I look like suppose this were true as the 
lAttorney-General of England putting into the dock at 

I ' ; Old Bailey as the only dangerous Communist I could 
d such a person as that! ” 

The result of the enquiries made by the Attorney- 
;neral confirmed the account of Campbell which had 
en given to him by Mr. Maxton. Taking the man’s 
;ord into account, together with the fact that he was 
ginning to have grave doubts whether the prosecution 
luld be successful, the Attorney-General came to the 
ttclusion that the best course would be to withdraw the 

36 . 

Before definitely deciding to do so, he and the Director 
Public Prosecutions had an interview with the Prime 
inister in his room at the House. At this interview the 
ime Minister, according to the Attorney-General, 
ongly expressed the view that the prosecution was 
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ill-advised from the beginning, and he put the bl 
on the Director of Public Prosecutions. The Attor 
General objected to that remark, and said that he c 
not allow any blame to be put upon the Director as 
responsibility was entirely the Attorney- General’s, i 
this interview with the Prime Minister, the Attoi 
General stated that he was asked to attend a me 
of the Cabinet, and, without disclosing anything 
transpired at this Cabinet meeting, he said that he 
the meeting having definitely decided to withdraw 
prosecution. These proceedings took place betweer 
and eight o’clock on the evening of 6th August, n 
two months before the Prime Minister gave his inacc 
reply to the question addressed to him by Sir Kin 
Wood ! 

The case had been put down for hearing at the I 
Court for 13th August, and when it was callec 
Treasury Counsel made a statement, when giving re 
why it was not desired to continue the prosecution, \ 
was open to the constmction that political influence 
been brought to bear in the case. He said : 

“It has been represented that the object and intention 
article in question was not to endeavour to seduce men 
fighting forces from their duty in the regiment or to i 
them to disobey lawful orders, but it was a comment upon 
military force being used by the State to repress ind 
disputes. ... 

“ It has been possible for the Director of Public Proscc 
to accept that alleged intention of this article more easily b 

the defendant is a man of excellent character with an a dn 
military record.” 

I think it cannot be disputed that this explanati 
the withdrawal of the prosecution did give groun* 
the suspicion that there had been influences at work 
were not disclosed. The next day the Communist 
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iued a statement that they had been anxious that the 
osecution should proceed, and that they had arranged 
at the Prime Minister, Mr. Henderson, Mr. Clynes and 
hers should be subpoenaed as witnesses for the defence. 
Sir John Simon was quickly on the war-path, and in a 
«ech in his constituency he referred at length to the 
se, and intimated that he intended to raise the matter 
hen the House of Commons reassembled. He asked 
ho had made the representations that the article was 
an innocent character, and contrasted this with the 
sertion made by Mr. Campbell and his friends that the 
:osecution had been withdrawn after severe political 
mure had been applied by certain Labour M.P.’s. 

When Parliament reassembled after the Summer 
ecess on the 30th of September, private notice questions 
ere addressed to the Attorney-General asking the reason 
irthe withdrawal of the charge. The interest that was 
liten in these questions indicated that the Government 
'ere in for a warm time. Prominent members were hot on 
le Attorney-General’s track, including Sir John Simon, 
ii Robert Horne, Sir Douglas Hogge and Mr, Baldwun. 
fter the Attorney- General’s explanation of the reasons 
irthe withdrawal of the charge, Mr. Baldwin intimated 
liat in view of the seriousness of the incident an oppor- 
imity must be given to the House to debate it at length, 
twas arranged that a day should be set apart in the 
durse of the next v/eek for a full day’s debate. 

That same day (30th September) the Prime Minister 
eplied to a question on the subject, and his reply had 
Iry unfortunate consequences. Sir Kingsley Woo 
&;d the Prime Minister “ whether any directions were 
jven by him or with his sanction to the Director of 
bblic Prosecutions to withdraw the proceedings against 
ir. Campbell, the editor of the Workers' Weekly, and 
rliether he received any intimation that he would be 
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defendant at the hearing ? ” 

The Prime Minister said : 

“ I was not consulted with regard to either the instituft 
the subsequent withdrawal of these proceedings. The 
notice of the prosecution which came to me was in the I 
I never advised its withdrawal, but left the whole matter t 
discretion of the law officers where that discussion pro 
rests. I never received any intimation or even hint why I si 
be asked to give evidence. That also came to my attention ' 
the falsehood appeared in the Press.” 

A. i # 

The Prime Minister’s reply was clearly at variance 
facts which were widely known. A week later, or 
day which had been set apart for a debate on this 
(8th October), the Prime Minister rose at Question’ 
to offer an explanation of his inaccurate answer to 
question, which, I am afraid, instead of removing 
impression his reply had created, made the position 
worse, and actually increased the impression of lai 
frankness and candour which had been made by his r 
The Prime Minister’s explanation was in these word 

“I rise to ask the indulgence of the House, to makes 
planation of a word that I wrongly used in replying to a qu 
put to me on the 30th of last month. The hon. Memb 
West Woolwich (Sir K. Wood) put the question, which 
with these words : 

. . . ‘ and whether he has received any intimatio] 
he would be personally required to give evidence on 
of the defendant at the hearing ? ’ 

It refers, of course, to the case we are going to debate 
The form and suggestion of the question concentrated the 
of my mind upon myself and upon my own persons 
separate part in this affair. I have been accused in ( 
papers of having known that I was going to be summone 
with that knowledge, and because of that knowledge, of p 
ally interfering. I have felt that very warmly. It was abs( 
untrue. The accusation was one of these things that mai 
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feel most resentful, and in concentrating my ideas about a 
personal reproach, on account of personal reasons, I used an 
expression which, when my attention was drawn to it two days 
jftero'ards, I had to admit was a little further than I ought to 
^lave gone, because it implied not merely that I, as a person, 
was either approached by the Attorney-General, or approached 
the Attorney-General for personal reasons — a thing I had repudi- 
ated hotly — but it also implied that I had no cognisance of what 
m going on. I am very sorry. I did not mean to imply that. 

It was simply the concentration of my personal resentment at 
that gross imputation vsdiich made me for a moment forget that 
officially, and in conjunction with colleagues, the matter was 
talked about when no personal considerations were in our minds 
;at all. If I have misled any hon. Members, I apologise for 
having done so.” 

! This incoherent, evasive and prevaricating reply 
|taggered the House, and made his colleagues who were 
Itting on the bench hang their heads in shame. This 
|piy brought Mr. Austen Chamberlain and Sir John 
limon to their feet, who submitted the Prime Minister 
la severe cross-examination, under which he succeeded 
liily in strengthening the suspicions that he was holding 
Imething back. The debate was to follow immediately 
pter this cross-examination. The Prime Minister’s lack 
If candour had seriously prejudiced the position of the 
povernment. 

f Both the Conservative and the Liberal leaders had put 
down motions. The Conservative motion was a short 
and straight vote of censure on the Government. It read 
as follows : 

I “ That the conduct of His Majesty’s Government in relation 
[ to the institution and subsequent withdrawal of criminal pro- 
ceedings against the editor of Workers' Weekly is deserving of 
' the censure of the House.” 

i ' 

To this the Liberals, in the name of Sir John Simon, 
kd put down an amendment in these words: 
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“That a Select Committee be appointed to investigate 
report upon the circumstances leading up to the withdrav 
the proceedings recently instituted by the Director of B 
Prosecutions against Mr. Campbell.” 

The difference between the motion and the amend 
will be noted. The Tory motion was a direct voi 
censure which assumed that the case against the Go 
ment had already been established; while the Li 
amendment did not propose to censure the Governi 
but to appoint a Committee to investigate and report 
the circumstances. 

After the Conservative vote of censure had been m 
by Sir Robert Home, the Attorney-General rose to 
his reply. His frank statement created a favou 
impression on the House of Commons. But this 
was destroyed by the subsequent speech of Sir 
Simon and by the speech of the Prime Minister 
followed him. The Opposition were not in the 
anxious to put the Attorney- General in the pillory, 
were concerned to discredit the Prime Minister an 
Labour Government. 

The Prime Minister’s speech made a bad impri 
on the House. It was evasive, and strength ene 
impression he had made at Question Time that afte 
that he was not being frank and candid. He had i 
fectly good case if he had faced up to it fearless! 
honestly. During his speech, John Wheatley, wb 
sitting next to me, remarked: “ I never knew a mai 
could succeed so well, even if he is telling the tit 
giving the impression that he is not doing so.” 

When the Prime Minister sat down the fate i 
Government was sealed, and Mr. MacDonald n 
this. He had concluded his speech in these words : 

“ I said on a former occasion that we should talce advi( 
this House in the sense of rejection of the proposals wl 
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nade, provided that they were not regarded as essential, and 
jrovided that the rej ection of our proposal or our defeat in the 
jobby did not amount to a diminution of that sense of self- 
:e5pect which every Government must have if it is justified in 
iitting for five minutes on the Treasury Bench. 

“If the House passes the resolution or the amendment, we go. 

[t is the end : it will be the end of what hon. Members on all 
lides of the House will agree as being a high adventure — ^the 
Slid of a Government which I think has contributed much to the 
lonour of the country, to our social stability, and which, when the 
Muntry has had an opportunity of passing a verdict upon it, 
fill come again.” 

Mr. Asquith followed the Prime Minister, and his 
ening sentences dealing with Mr. MacDonald’s perora- 
in deserve to be quoted. He said : 

“ I do not rise for the purpose of entering into the merits of 
the controversy which has been carried on during this debate, 
nor shall I do more than drop a sympathetic and tributary tear 
on the funeral oration which the Prime Minister has just pro- 
nounced. These obsequial tributes are generally reserved, if 
not until the corpse has been interred, at any rate until the 
doctor has pronounced that life is extinct. I confess that it is 
tome, a man of rather keen susceptibilities, a melancholy thing 
to hear the right hon. gentleman anticipate so comfortably his 
own early, and indeed almost immediate, decease.” 

When the division came the Tories did not persist in 
ieir motion of a direct vote of censure, but concentrated 
n the Liberal amendment for the appointment of a 
elect Committee. The Liberal amendment was carried 
ya majority of i66 votes. I met Mr. Asquith when we 
rere leaving the House after this decision, and he seemed 
;eauinely distressed. He said that in all his Parliamentary 
xperience he had never known a case where the Govern- 
ieat had so wantonly and unnecessarily committed 
oicide. 

Nest day the Prime Minister obtained the consent of 
lie King for an immediate General Election. 
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This is the story of the end of the first Labour Go\ 
ment. The Government had rejected the motion fo 
enquiry by a Select Committee into the circumsta 
leading up to the withdrawal of the Communist pros 
tion. The reason they assigned was that it would 
reflection on their honour to accept the proposed enq 
I did not at the time agree with that decision. So f 
I knew there was nothing the Government had to cor 
I would have given the Opposition twenty comm 
if they had asked for them, and this was the view v 
held by the reasonable members of the Labour I 
who were shocked that the Government should 
accepted defeat on what, after all, was a very t 
incident. 

This view of the Government’s action was not i 
time publicly expressed by the dissatisfied Labour ; 
bers, who were anxious that the Party should si 
united front in the face of a General Election. Ar 
excuse advanced in deciding the Government to tal 
fine it did was that if it surrendered on this motion 
only postponing its downfall for a few days, as it 
certainly be defeated on the Russian Treaty, whic 
to come up for discussion a few days later. Thei 
no force in this reason, as the Prime Minister had a 
stated that on that question the Government woulc 
the House of Commons free to take what course it 
decide. 

The Labour Party entered upon the Election 
circumstances which made its defeat a foregone cone 
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CHAPTER LIII 

The Work of the First Labour Government 

|fore dealing with the General Election which followed 
jpon the defeat of the Labour Governnnent, I must give 
ithrief review of its work and achievements during the 
pne months it held ofSce. 

||The Labour Party had been unexpectedly called to 
fice, and for the first few months it was necessarily 
|cupied in the preparation of measures which required 
|ng consideration , and at the time of its defeat it had in 
|i advanced state of preparation a number of measures 
|f first-class importance, including schemes for national 
Reconstruction, for the establishment of a system of 

<'l / , 

iridows’ pensions, and the development of agriculture, 
i The question of unemployment insurance, and the 
pvision of public works for the alleviation of un- 
kployment, and a Housing Bill, were the first matters 
|o which the Government directed its attention. The 
^st Bill introduced by the new Government was one to 
■abolish what was called the “ gap ” of three weeks without 
payment of benefit to insured persons who had drawn 
^beaefit for twelve weeks beyond that due in respect of 
jcoatributions . This was a small measure involving the 
[additional cost of £600 ,000 . The Bill was non-con- 
troversial and quickly passed into law without opposition. 
I Another Unemployment Insurance Bill was introduced 
and passed a few weeks later, which increased the existing 
[rates of benefit. The rate for men was raised from 15s. 
aweek to i8s., for women from 12s. to 15s., and for each 
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This is the story of the end of "the first Labour Govri 
ment. The Government had rej ected the motion foil 
enquiry by a Select Committee into the circunistai; 
leading up to the withdrawal of the Communist prose 
tion. The reason they assigned was that it would I 
reflection on their honour to accept the proposed enqn 
I did not at the time agree witti that decision. So fa 
I knew there was nothing the Government had to com 
I would have given the Opposition twenty commii 
if they had asked for them, and this was the view \vi 
held by the reasonable members of the Labour P 
who were shocked that the Government should 
accepted defeat on what, after all, was a very ti 
incident. 

This view of the Government’s action was not a 
time publicly expressed by the dissatisfied Labour i 
bers, who were anxious that thie Party should sh 
united front in the face of a General Election. An 
excuse advanced in deciding the Government to tai 
line it did was that if it surrendered on this motion i 
only postponing its downfall for a few days, as it r 
certainly be defeated on the Russian Treaty, w^hicl 
to come up for discussion a few days later. Ther 
no force in this reason, as the Prime Minister had al 
stated that on that question the Government would 
the House of Commons free to take what course it 
decide. 


The Labour Party entered upon the Election 
circumstances which made its defeat a foregone concl 
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The 'Work of the First Labour Government 

SPORE dealing with the General Election which followed 
)on the defeat of the Labour Government, I must give 
brief review of its work and achievements during the 
ne months it held office. 

The Labour Party had been unexpectedly called to 
ice, and for the first few months it was necessarily 
icupied in the preparation of measures which required 
ng consideration, and at the time of its defeat it had in 
1 advanced state of preparation a number of measures 
f first-class importance, including schemes for national 
iconstruction, for the establishment of a system of 
idows’ pensions, and the development of agriculture. 
The question of unemployment insurance, and the 
revision of public works for the alleviation of un- 
mployment, and a Housing Bill, were the first matters 
» which the Government directed its attention. The 
pt Bill introduced by the new Government was one to 
polish what was called the “ gap ” of three weeks without 
ayment of benefit to insured persons who had drawn 
enefit for twelve weeks beyond that due in respect of 
ontributions . This w^as a small measure involving the 
dditional cost of f 6 oo,ooo. The Bill was non-con- 
roversial and quickly passed into law without opposition. 
Another Unemployment Insurance Bill was introduced 
bd passed a few weeks later, which increased the existing 
ates of benefit. The rate for men was raised from 15s. 
( Week to i8s., for women from 12s. to 15s., and for each 
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child from is. to 2s. per week. The rate for a i, 
remained at 5s. a week. 

I had the satisfaction of introducing a measure mod 
ing the hardship of the means limit in old age pensii 
It had long been felt that taking a person’s income deii 
from savings into account was unjust, and was in fa 
discouragement of thrift. My Bill_ provided for 
payment of larger pensions to certain people, and 
the payment of pensions to others who had been 
qualified from receiving them under the then exi 
Act, under which the whole of a person’s income I 
■^I^g^rever source was taken into consideration, and 
amounted to more than los. a week he was disqua 
from getting the full pension. My Bill provided th 
income from any form of savings should be disregi 
unless it exceeded £39 a year in the case of a single pe 
or 3^78 a year in the case of a married couple. 

I had to face the usual Party criticism from the Li 
and Tory Opposition that this was not a full redeni 
of Party pledges. But their criticism v^^as nullified 1 : 
fact that both Parties had been in office over a peri 


years and had made no attempt to remove the ol 
injustice of the thrift disqualification. The Bil 
carried. It gave pensions to 22^,000 who had hi 
been deprived of them owing to the limitation whi 
Act removed. 

The most important of the measures passed I 
Labour Government was Mr. Wheatley’s Housin 
Mr. Wheatley began the preparation of this Bi 
mediately on assuming the office of Minister of I 
I was brought closely in touch with him when 1 
preparing this measure on account of its large fii 
commitments. My relations with Mr. Wheatley ! 
to form a very high opinion of his administrative 
He had been for many years a member of the G 
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lity Council, and this experience had taught him that 
iere is a good deal of difference between platform 
propaganda and practical administration. His Bill, which 
after a long debate in the House became law, was the 
greatest contribution which had been made towards the 
|ution of the Housing problem. The shortcomings of 
|evious Housing Acts had been that they catered only 
|ra class of people who could afford to buy their houses, 
lot the real need was to produce houses to let. 

Before the introduction of his Bill Mr. Wheatley had 
d preliminary negotiations with the employers and 
jorkmen in the building industry. There was then a 
lortage of labour for undertaking such an extensive 
lousing scheme as Mr. Wheatley proposed. He con- 
lucted his negotiations with a tact which won the ad- 
^ation of both sides. He obtained a guarantee from 
Ike building industry that they would so organise it that 
fcey would be able to undertake to build 2,500,000 houses 
pver a period of fifteen years . It was a condition that the 
louses which received Government subsidies should be 
let to tenants who intended to reside in them, and that 
e rents should correspond with the present rents of 
ire-War working-class houses. The cost of the subsidy 
as shared between the Exchequer and the local authori- 
ties ; and at the peak point of the scheme the total subsidy 
would amount to ^34,000,000 a year. When, later, the 
Conservatives came into office they mutilated Mr. Wheat- 
'ey’s Bill, largely destroying its efficacy. But the bold 
^eiiipt made by Mr. Wheatley to grapple with the 

Question will always stand to his credit. 

\ A considerable number of other measures of useful if 
modest character were passed by the Labour Govern- 
ment during its short tenure of office. One was a short 
Act promoted by the Minister of Agriculture, which 
provided for the establishment of Agricultural Wages 
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Committees in each county or group of countii 
England and Wales. A measure for the regulatii 
the London traffic was also passed which set ii 
advisory committee for the London and Home Cora 

Just before Parliament adjourned for the Sm 
Recess I gave a long outline of schemes which the G( 
ment had in hand for dealing with the unemplo; 
problem. I was chairman of a Cabinet Committee 
had been considering this question. We had 
months preparing schemes and negotiating with] 
bodies and public utility companies. In dealing 
the general problem of imemployment I made ( 
observations as to its character which ten years o 
experience has tragically confirmed. At that tin 

of unemployed was just over a millionj < 
this number about one-half might be regarded i 
normal uneniployment due to the depression iir ti 
our staple industries — shipbuilding, engineering, 21 
cotton trade — ^which were all dependent upon 1 

trade. 

It was clear from an analysis of the causes 
depression in these industries that it was in 3 
measure due to the fact that the price-level of our ( 
was 90 per cent, higher than before the War, wli 
price-level of our imports was only 50 per cent. 
It was also clear from this fact that if we were to m 
and increase our foreign trade we must secure a rec 
in the cost of production. The Cabinet had g 
good deal of attention to this aspect of the proble 
the Government was prepared when Parlianic 
assembled after the Summer Recess to put f 
proposals for reducing the costs of production by 
ing the excessive costs of transport, which was 
the main items entering into the price of mar 
commodities. 
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During the six months the Government had been in 
ice over fxo, 000,000 had been sanctioned \mder the 
tport Credit Scheme; a further f^io,ooo,ooo had been 
aated under the Trade Facilities Acts; and the Un- 
iployment Grants Comnaittee had approved schemes 
the value of 5, 5 00 ,000. 

The Minister of Agriculture had certain Land Drainage 
■hemes in hand, and the Treasury had given authority 
support a scheme for the drainage of the basin of the 
reat Ouse. The Government had also sanctioned a 
rther £13,500,000 for roads. A scheme for a tunnel 
ider the Thames had been considerably advanced. A 
ad to the docks was under consideration, and an xmder- 
king had been given to pay the preliminary expenses 
' an engineering survey in connection with a bridge over 
le Tay. The Government had also decided to devote 
lads for the purpose of investigating the problem of the 
etter utilisation of coal. 

The most important proposal which the Government 
fould submit to Parliament in the near future was the 
itensive development of electricity, and the elimination 
fthe great waste .resulting from the deplorable dis- 
tganisation of the industry. There were 532 electrical 
^aerating stations in the country, and the Government 
iroposed to give power to the Electricity Commissioners 
0 co-ordinate these systems. Proposals would be sub- 
sitted to Parliament for the standardisation of frequencies. 
Phis change would facilitate the interchange between one 
'enerating station and another, and would greatly cheapen 
he cost of transmission. The cost of this scheme, it was 
istimated, would be something like £10,000,000 spread 
fer three years. 

f The defeat of the Government two months later pre- 
rented them from carrying forward these proposals. But 
he Conservative Government which succeeded the 
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Labour Government adopted and carried out many 
our intentions in regard to the development of electrid 
in their measure which set up the Electricity Board. 

Mr. Lloyd George, who followed me in the debas 
claimed that all the schemes that I had put forward k 
been started by the Coalition Government; and i 
Labour Government, after months of examination of i 
problem, had not been able to bring forward any origii 

suggestions. 

The nine months’ work of the Labour Government i 
been very strenuous, but very interesting. It was a n 
experience to most of the members of the Governm 
to have the opportunity of engaging in administrative i 
legislative work. Though nearly all the members of 
Government had had no previous experience of Mu 
terial responsibility, they had brought to the discha 
of their duties a capacity which belied Winston Church 
comment that Labour was not fit to govern . 

One of the most useful members of the Labour Cab 
was Lord Haldane, a man of extraordinary capac 
possessing one of the most powerful intellects I have i 
known. Mr. Sidney Webb, who was President of 
Board of Trade, was an invaluable member of the Gov 
ment. His power to quickly grasp the bearings ^ 
problem was exceptional. Unfortunately, he had no 
attractive speaking manner, and due to this he faile 
make a good impression on the House of Comn 
His help in the Cabinet was highly appreciated by 
colleagues. I have never known a man with su 
facile gift of preparing memoranda and drafting re: 
tions. He was one of the most modest and least asse 
of men, and never pressed his own views against 

majority of his colleagues. 

It would be invidious for me to single out membe 
the Labour Government for exceptional praise, 1 
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#)uld like to mention one member of the Government— 
lough not a member of the Cabinet-for whom both 
Is Ministerial colleagues and the House of Commons 
M respect amounting to affection. This was Mr. 

|osiing, the Minister of Transport. Mr. Gosling had 
iijeen for many years a leading figure in the London Trade 
Sftiion movement. He was one of those Trade Union 
leaders who succeeded in improving the lot of the nien 
they represented, not by a threatening and aggressive 
nolicy but by sweet reasonableness. He did good work 
Is Minister of Transport, and his complete knowledge of 
the London transport problem was useful in preparing 
aad passing into law his London Traffic Bill, which was 
|j moderate measure, but intended by him to be a pre- 
liminary to a Bill for the co-ordinating of all the London 
transport services such as became law ten years later. 
|m wffio knew Harry Gosling will always retain the 

Ifecollection of a lovable and charming character. 

Before leaving the story of the first Labour Govern- 
ment, I might mention one or two trivial but perhaps 
iateresting matters. Lord Haldane, who had had a long 
sex-perience in Cabinets, told us at the first meeting how 
we ought to address each other. It was the practice, he 
[said, to speak of a Minister not by the title of his office 
but by his surname. I am afraid, however, this practice 
was not strictly followed either in this first Labor 
Government or in subsequent Cabinets in which I sat. 

Another innovation which the Labour Government 
introduced was to permit smoking at Cabinet meetings, 
this was an outrage on all tradition which ought to have 
Irought Mr. Gladstone from his grave. There is a story 
told that Mr. Gladstone objected so strongly to smoking 
that he used to protest to Sir William Harcourt, who was 
m inveterate smoker, against his entering the room with 
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his clothes stinking of foul tobacco I think, how 
that the practice of permitting smoking at the Cal 
meetings on the whole tended to the harmony ol 
proceedings, and certainly to the satisfaction of 
smokers, though perhaps to the inconvenience o) 
members who shared Mr. Gladstone’s aversion 
tobacco smoke. If it would not be regarded as a 
closure of an important State secret I may tell tha 
National Government of 1931, upon learning tha 
Labour Government had broken the non-smoking 1 
tion, readily followed the precedent ! 



CHAPTER LIV 
The ‘ ‘ Red Letter ’ ’ Election 








Labour Party entered upon the General Election 
upon the defeat of the Government under the 
ieaviest handicap ever carried by a political party. The 
nddent of the Campbell case and the Russian Treaty 
liad caused the electors to forget the record of the Govern- 
pieat, and the popularity which it had enjoyed up to 
September had largely been dissipated by these events. 
Election had come unexpectedly, and the Labour 
, _ , _'ganisation was not prepared for it. The Party 
fought two General Elections in two years, and this 
_ been a severe strain on the resources of a poor Party. 
The dissolution of Parliament took place on the 9th 
October. In order to avoid clashing with the municipal 
elections, the General Election was hurried forward and 
polling took place on the 29th October. At the dissolution 
ithe Labour Party had 365 endorsed candidates, including 
Isitting members. With an energy and determination 
which was marvellous, the headquarters of the Party set 
to work, and before nomination day, that is in nine days 
time, 149 additional Labour candidates were placed in 
constituencies, bringing the total up to 514, an increase 
!of 87 over the number put forward at the previom 
‘General Election. I doubt if any political party ever 

achieved such a feat as that. 

This General Election was the most strenuous I re- 
member. The Tories threw themselves into the contest 
with a grim determination to turn out the Labour Govern- 
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his clothes stinking of foul tobacco ”, I think, howa 
that the practice of permitting smoking at the Cali 
meetings on the whole tended to the harmony of 
pj.Q(,eedings, and certainly to the satisfaction of 
smokers, though perhaps to the inconvenience of 
members who shared Mr. Gladstone’s aversion i 
tobacco smoke. If it would not be regarded as a 
closure of an important State secret I may tell thai 
National Government of 1931, upon learning that 
Labour Government had broken the non-smoking t 
tion, readily followed the precedent ! 


CHAPTER LIV 

The '' Red Letter " Election 

Labour Party entered upon the General Election 
bllo'wing upon the defeat of the Government under the 
waviest handicap ever carried by a political party. The 
^cident of the Campbell case and the Russian Treaty 
iad caused the electors to forget the record of the Govern- 
ment, and the popularity which it had enjoyed up to 
September had largely been dissipated by these events, 
phe Election had come unexpectedly, and the Labour 
Party’s organisation was not prepared for it. The Party 
lad fought two General Elections in two years, and this 
lad been a severe strain on the resources of a poor Party. 

5 The dissolution of Parliament took place on the 9th 
October. In order to avoid clashing with the municipal 
elections, the General Election was hurried forward and 
boiling took place on the 29th October . At the dissolution 
^e Labour Party had 365 endorsed candidates, including 
ktting members. With an energy and determination 
which was marvellous, the headquarters of the Party set 
to v7ork, and before nomination day , that is in nine days 
time, 149 additional Labour candidates were placed in 
constituencies, bringing the total up to 5t4» nn increase 
of 87 over the number put forward at the previous 
General Election. I doubt if any political party ever 
achieved such a feat as that. 

This General Election was the most strenuous I re- 
member. The Tories threw themselves into the contest 
with a grim determination to turn out the Labour Govern- 
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ment. The Liberals, too, mainly concentrated 
attack upon the Labour Party, and made the Ru 
Treaty the principal topic of their platform spee 
Mr. Lloyd George spoke every day in different 
of the country, and denounced the Labour Party ai 

its works. 

Mr. MacDonald, unfortunately, permitted his fi 
to arrange for him a great motoring tour, which 
extend from Glasgow to South Wales. This im' 
making speeches at practically every town through ^ 
he passed. It was a task beyond human endurance 
one which the strongest man could not carry thi 
Avithout disaster. From the beginning of this camj 
which commenced with a great meeting in Glasgt 
was evident that he was in a highly nervous cone 
and this became more marked as his tour proce 
His speech to the great meeting at Glasgow was broa 
and it was almost unintelligible to listeners. Eai'ly 
campaign, through addressing huge open-air gathe 
his voice gave way. During one part of the tour th 
the industrial districts of the North-east of Engla 
spoke at twenty-seven meetings in one day. Befo 
end of the tour he was compelled to abandon a ni 
of meetings. A week after the tour had begun he rc 
his constituency of Aberavon both physically and m( 
tired out and quite unfit for the work in front ol 
During the next ten days he would be required to 
speeches which would be fully reported througho 
country, where an indiscretion was calculated tc 
serious consequences. 

The campaign of the opponents of the Labour 
was carried on with a malice and unscrupulousness 
surpassed the limits of decent political controversy 
MacDonald was always keenly sensitive to criticisi 
particularly when it was directed against his p( 
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I’lct. In such circumstances he was always liable to 
hteis temper and to say things which afterwards were 
ttltad. On one occasion in the House of Commons, 
itMx e Tories were fiercely interrupting him, he turned 
Iw^nd hissed “ Swine! ” in a voice loud enough to be 
i# ' the Press Gallery. 

:#^king at Barry during the Election about the tactics 
^'opponents, he let drop a sentence which was seized 
* by his enemies and used with the most damaging 
:t. Referring to the misrepresentation to which he 
being subjected, he said: 

“ A party who are on the verge of being beaten and disgraced 
'ways tell lies, as they are doing now. . . . Why can’t they 
late a decent intellectual fight of it, lay down their principles, 
lut them against ours, and have an honourable set-to ? Why do 
hey slander us? Why, instead of having a great battle on a 
lolitical principle, do they go about snifiing like mangy dogs on 
i garbage heap ? ’ ’ 

The Press pounced upon these words with avidity. The 
dely circulated newspapers quoted the sentence in black 
36. It had a great effect among a class of people who 
regarded what his opponents said about him. The 
ime Minister had fallen from his pedestal. They felt 
at he had degraded the high office that he held by such 
itements. They began to wonder whether, after all, 
ere might not be some truth in what his opponents 
id about him. Perhaps it did not change many votes. 
It, more important than that, it changed popular 
linion about the man who had used these words. 


But within a few days’ date of the polling an incident 
ippened which had a profound effect upon the result, 
id which by the polling day was the main topic of 
ipular interest and platform speeches. On Saturday 
loming, the 25th October, Mr. Thomas, who had been 
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speaking in my constituency the night before, d 
]^^j];^jj;xering at iny bedroom, door early , and sh^^ 
“ Get up, you lazy devil! We’re bunkered!” ke 
a copy of that morning s Daily ISHail which, in 
crosS“page headings, published the notorious 
letter.^ We found that this was also the maffi ! 

feature of all the other morning papers. 

This letter came as a great surprise to both Mr. 
and myself. Neither of us had heard a hint that si 
letter was in existence. We got on the telephone at 
to the Prime Minister at Aberavon to enquire wl 
was all about. He did not seem to be very much 
cerned about it, and said that he did not know whe 
it was a fake or it was genuine. But he was mal 
enquiries, and would refer to the matter in a speech. 

The whole country was waiting expectantly to I 
what Mr. MacDonald had to say about it. It was assit 
that if the letter was genuine it would put an end ti 
further communications with the Soviet Governii 
The newspapers assumed that the letter was gem 
and its existence must have been known to the Go? 
ment, or at least to the Prime Minister, all the time 

were defending the Russian Treaty. 

The evening newspapers came out without repo 
any explanation from the Prime Minister. Every 1 
delay in an explanation being forthcoming strengtl 
the public belief that there was something in it whit 
Government were anxious to hide. I knew of no just 
tion for such an impression, but the country was 
state of panic and ready to accept the interpretation? 
was placed upon the incident by the Tory Press. 
Zinovieff letter, and the Foreign Office Note t( 
Russian Ambassador upon it, had been supplied t 
Press by the Foreign Office itself. But the reply t 

^ See Appendix I. 
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^’ithat the Foreign Office had been in possession of 
letter for weeks. They had kept it secret, and had 
I'^ftiven it publication when they knew that a news- 
i.dready in possession of either the original letter 
•oy was about to publish it. 

E MacDonald spoke that Saturday afternoon at 
:a, and made no reference at all to the letter, which 
le one thing that was in everybody’s mind. His 
e was taken as confirmation of all that the Tory 
spapers were saying. The Labour candidates who 
to address meetings that evening were wholly at a 
what to say. Some of the more venturesome de- 
creed the whole thing as a fraud ; while others, more 
|tious, followed Mr. MacDonald’s example and said 
idling unless they were questioned upon it by the 
idience. 

The Labour supporters opened their Sunday papers 
Eeedily, hoping that the Prime, Minister had made an 
Iplanation which would dispose of the bombshell. There 
IS nothing in the newspapers, and universal dismay pre- 
ttied in the Labour ranks, Monday morning came, and 
ill there was no word from Mr. MacDonald. The 
^position Press for two days had had the field entirely 
themselves , and had created a state of public suspicion 
iich it was now too late to remove. The pollings were 
Wednesday. On Monday afternoon Mr. MacDonald 
a speech at Cardiff in which he dealt at length with 
6 matter. This was reported in the Tuesday morning’s 
ipers, the last day of the Election campaign. It was now 
late to undo the mischief, even if Mr. MacDonald s 
lanation had been satisfactory to every open-minded 
3 Son. 

But, unfortunately, his explanation only made matters 
pirse, and increased the suspicion that there was some- 
g shady about the v/hole question. There was some 
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justification for Mr. Asquith’s description of the Pj 
Minister’s explanation “ that he could not rememb 
have read a more distracted, incoherent and unillumii 
statement in the whole of his political experience ” 
A friend of mine, one of the most prominent Sd| 
in South Wales, was recently talking to me aboili 
meeting. He was on the platform, and he said tli 
Prime Minister’s manner and his treatment of this- 
tion were so tragic and had such an effect upon the mi 
that those on the platform fervently prayed that it t 
open and swallow them up and put an end to the 
tressing spectacle. 

I had better state in chronological order the sto: 
this letter as related by the Prime Minister in this G 
speech. The facts as stated by Mr. MacDonald we 

follows : 

The Government was defeated on the 8th October c 
Campbell Case. 

This Red Letter did not find its way into the Foreign 
until loth October. 

It was not taken in by the Department until the 14th Oi 

It was sent to Mr. MacDonald at Manchester on th 
October. He received it on the i6th October. 

On the morning of the i6th he commented that theg 
care would have to be taken in discovering whether the 
were authentic or not. If it were authentic it had to b 
lished, and in the meantime, while investigations were gc 
to discover the authenticity, the draft letter to the Ambs 
would be prepared so that when the authenticity was esta 
no time w^ould be lost in making a protest to the Sovk 
emment. 

This Note from him was received at the Foreign 0 : 
the 17th October. 

On the 2 1 St October the draft of the letter to the ' 
Ambassador was sent to him for his observations. 
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Mr. MacDonald was away at the time, and did not receive 
ntil the 23rd October. 

i\i the morning of the 24th he looked at the draft, altered it, 
*ent it back in an altered form expecting it to come back to 
^ gain with proofs of authenticity. 

.e copy of the Zinovieff letter and the Note to the Russian 
"ssador were sent to the Press by the Foreign Office on the 
October. 

'lere are a number of comments which may be made 
In this statement. Mr. MacDonald first received the 
iy of the letter on the i6th October, six days after it had 
t come into the Foreign Office. 

ffhe draft of the letter to be sent to the Russian Ambas- 




was not returned by Mr. MacDonald to the Foreign 
ce until Friday the 24th October. 

It would not be received by the Foreign Office until 
iaturday, 25th October. That was the day when the 
tter appeared in the Press. 

Mr. MacDonald expected that a final draft would be 
lent to him for his approval. That would have meant 
he would not have received it until Monday , the 27th 

ctober. 

The Foreign Office had had no reply from Mr. Mac- 
onald to their draft letter of the 21st October to the 
ussian Ambassador on Friday evening, the 24th. 

I The officials of the Foreign Office apparently appreci- 
ated the seriousness of the matter more than Mr. Mac- 
Donald did, for that evening, without waiting any longer 
pr a reply from the Prime Minister, they issued the Zino- 
ieff letter and the letter they had sent to the Russian 
Imbassador to the Press in order to forestall the publica- 
lon of the Zinovieff letter next morning, that is 25th 

October, by the Press. 

I The amazing thing in these days of telephones ^d 
ilegrams is that the communications between the Prime 
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Minister and the Foreign Office were conducted bj 
slow method of postal correspondence. Knowing s 
thing of the conduct of Departmental matters, I am t 
ished that when Mr. MacDonald first received the; 
on the 1 6th October he did not at once request the ( 
in charge of the matter at the Foreign Ofiice to corrui 
to discuss it with him, or at the least to employ one 
staff of special messengers to expedite matters. F 
not in the least seem to realise its importance, c 
impression which would be created in the country : 
contents of the letter were first made public by the i 
papers. 

The decision of the Foreign Office to publish the If 
should not have been made without first informing 
MacDonald of the intention to do so, and of the rf 
for taking immediate action. The only comment 1 
make on that is that I doubt if there is any i 
Government Department where such a thing woul 
possible. 


But however badly the Foreign Office may have 1 
dered by not communicating with the Prime Minister 
it must be remembered was also Foreign Secretary), 
could be no doubt that they took the course which 
the knowledge in their possession they felt to be th 
in the circumstances. 

For days before the publication of the letter theri 
been rumours that such a letter was in existence andv 


be published before the Election Day. The Times P 
mentary correspondent stated on Monday, 27th Oct 

that during the past week it was a matter of con 
gossip that a message from Zinovieff had been interce 
And three days before the letter appeared in the Pre 










W'rote more specifically, saying: “ There is a report 
to which much crede mce is attached, that before pi 



The “ Red Letter Election 

comes, a bombshell will burst and it will be connected 
Zinovieff 

the Foreign Office officials had done what Mr. Mac- 
ild apparently expected them to do, that is to return 
Iraft letter to him for signature, they would have 
csed the boat A copy of the letter, which had been 
month in the possession of the Daily Mail (and it 
later asserted that a copy was in the hands of the 
1 headquarters), would have been published by the 
jpapers, and there would have been no conclusive 
jex to the charge that the Foreign Office did not intend 

ablish it. 

[r. MacDonald in his speech at Cardiff seemed to be 
id of the way in which the Zinovieff letter had been 
lied by himself and the Foreign Office from the time 
■St came to their knowledge. In this speech he said: 

“ Rapidity of action, a businesslike way of handling, a deter- 
iaation on the part of the Government to stand no nonsense, 
there is any nonsense, is a conspicuous example of the new way 
which foreign affairs are being conducted.’ 

efore the Labour Government left office they ap- 
ited a Cabinet Committee to examine the authenticity 
he Zinovieff letter, and the conclusions of this Corn- 
tee were afterwards communicated to the Press. The 
linet statement read : 

“The Committee appointed on the 31st October to examine 
le authenticity of the Zinovieff letter, after hearing the Depart- 
lent concerned, find it impossible on the evidence before them 
) come to a positive conclusion on the subject. The original 
;tter has not been produced or seen by any Government 
)epartment, and action was taken on what was not claimed to 
e more than a copy. Unfortunately, in the short time available 
le Committee find it impossible to obtain the evidence throwing 
iirther light upon the matter.” 
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When the Conservative Government took office 
made further investigations into the matter, and 
stated to the House of Commons that they had had fi 
evidence which had convinced them that the lette 
genxiine. The truth about the matter will probably 
be known, but in my opinion it was not of much ir 

ance whether the letter was genuine or a forgery, 

• , 

own view is that the letter was a clever forgery, I 
genuineness is immaterial. If it had not been th 
Labour Party was associated in the public mind 
Russian Communism, the “ Red Letter ” would ha\ 
no effect. 


The publication of this letter, and the Prime Min 
mishandling of it, undoubtedly had a considerable 
upon the result of the Election. It was not so mud 
it alienated votes which otherwise would have been 
to Labour candidates. It whipped up a large numl 
indifferent electors to vote for Conservative candi 
Nearly two million more votes in the aggregate were 
than at the previous General Election twelve months I 
The total Labour vote rose to 5,487,620 comparec 
4,348,379, an increase of 1,139,241. But this mere 
the total vote was accounted for by the fact that the I 
Party ran 87 more candidates than they did at the pr 
Election. The effect of the “ Red Letter ” showee 
in the enormous increase in the Tory vote, which r 
2,265,000 over the 1923 figures. The Labour Par 
64 seats and gained 22. 

The outstanding individual victory of the Laboui 
at this Election was the success at Paisley after 
series of attempts to capture this constituency. T 
volved the defeat of Mr. Asquith, and was follov 
his decision to retire from active politics. The I 
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:cess at Paisley was due to the exceptional character and 
lity of the Labour candidate — ^Mr. Rosslyn Mitchell, 
jlasgow lawyer — ^who, by reason of his great oratorical 
ffers, was known as “ the pocket Rosebery 
The Labour Party’s Parliamentary strength was reduced 
im 193 to 152. The most remarkable feature of this 
sction was the reduction in the Liberal poll and the 
:al number of seats obtained. The Liberal vote was 
luced by 1,400,000, and they lost 116 seats, their Parlia- 
jatary strength being reduced to the insignificant 
imber of 42. The explanation of this was twofold, 
ley ran in fewer candidates ; but of the number they 
d run no less than 311 were defeated. The second 
planation of this Liberal disaster was that a large number 
electors who ordinarily voted Liberal cast their votes 
r Conservative candidates in order to make sure that 
iC Labour Government would be overthrown. 


The result of the Election caused widespread dissatis- 
iction in the Labour Party. It was felt that the loss of 
^ seats was due to the blundering tactics of the Prime 
linister. The feeling against Mr. MacDonald was in- 
snse, and the view was widely held and given expression 
0 within the Party that he had made his future leadership 
if the Party impossible. This feeling, however, gradually 

iibsided as the disappointment wore off. 

So far as I was concerned in my contest at Colne V alley , 
do not think that the “ Red Letter ” had the slightest 
iect on the Election result. Only once during the contest 
yas the matter raised by a question at a meeting. My 
majority rose from 1921 to 3243. Mr. MacDonalds 

at Aberavon was reduced from 35 




At this Election the Conservatives obtained 41 1 seats. 
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which gave them a majority of more than 200 ov! 
other Parties. The Election thus settled the fate ol 
Labour Government, which resigned four days later. 
Baldwin was sent for to form a Government, whicli 
office for the next four and a half years. 



CHAPTER LV 

Mr. Churchill as Chancellor 

HE most surprising of the Ministerial appointments made 
f Mr. Baldwin when he constituted his Government 
i November 1924 was the selection of Mr. Winston 
hurchill as Chancellor of the Exchequer. What induced 
Ir. Baldwin to offer Mr. Churchill this important post 
ill remains an inscrutable mystery. Mr. Churchill had 
eea out of the House of Commons for two years, having 
-een defeated at Dundee at the Election of November 
922, when he stood as a Liberal candidate. In the mean- 
ime he had been making one of his periodic changes in 
ife political allegiance. He had stood as a Liberal candi- 
[ate at Leicester in 1923, and later had contested a 
}y-election in Westminster as a Constitutional candidate. 
It the Election of November 1924 been elected as 

I Constitutional Free Trade candidate for the Epping 

livision of Essex. * 

! It was said that when Mr. Baldwin sent for Mr. 

liiur chill and offered him the Chancellorship Mr. 
Churchill had assumed that it was the post of Chancellor 
3fthe Duchy of Lancaster, and it only slowly dawned 
upon Mr. Churchill during the conversation that Mr. 
Baldwin was offering him the Chancellorship of the 
Exchequer. This was the second highest post in the 
Government, and Mr. Churchill could never have ex- 
pected that, as a new recruit to the Tory Party, he would 
be offered that post to the exclusion of Sir Robert Home 
and Mr. Neville Chamberlain, both of whom had already 
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which gave them a majority of more than 200 ove 
other Parties. The Election thus settled the fate 0: 
Labour Government, which resigned four days later. 
Baldwin was sent for to form a Government, which 
office for the next four and a half years. 



CHAPTER LV 

Mr. Churchill as Chancellor 

3E most surprising of the Ministerial appointments made 
^ Mr, Baldwin when he constituted his Government 
November 19Z4 was the selection of IVir. ^Vinston 
lurchill as Chancellor of the Exchequer, What induced 
X. Baldwin to offer Mr. Churchill this important post 
ill remains an inscrutable mystery . Mr . Churcnill had 
;en out of the House of Commons for two years, having 
jen defeated at Dundee at the Election of November 
p2} when he stood as a Liberal candidate. In the mean- 
nae he had been making one of his periodic changes in 
is political allegiance. He had stood as a Liberal candi- 
ate at Leicester in 1923, and later had contested a 
y-election in Westminster as a Constitutional candidate, 
it the Election of November 19^4 been elected as 

Constitutional Free Trade candidate for the Epping 

livision of Essex. ^ 

It was said that when Mr. Baldwin sent for Mr. 

Churchill and offered him the Chancellorship Mr. 
!Ihurchill had assumed that it was the post of Chancellor 
)f the Duchy of Lancaster, and it only slowly dawned 
ipon Mr. Churchill during the conversation that Mn 
Baldwin was offering him the Chancellorship of the 
Exchequer. This was the second highest post in the 
Government, and Mr. Churchill could never have ex- 
pected that, as a new recruit to the Tory Party, he would 
ie offered that post to the exclusion of Sir Robert Horne 
and Mr. Neville Chamberlain, both of whom had already 
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held that office in previous administrations. A fiitt 
surprising feature of this appointment was the fact} 
Mr. Churchill was a Free Trader, and, although foti 
General Election Mr. Baldwin had promised that i( 
were returned he would not embark upon a schenii 
general Protection, he undertook to consider applicati 
for a tariff for particular industries by special Committ 
If on examination of these applications the CommitB 
came to the conclusion that a case had been made oiiti 
the ‘ ‘ safeguarding ’ ’ of these industries the Goy erniit 
would carry out these recommendations. This procej 
was followed by the Government, and during its tenutt 
office they granted these applications in a small numbei 
cases. Although holding an important office in a!i 
tectionist Government, Mr. Churchill lost no opporti 
in speeches in the House of Commons of announcing! 
Free Trade views and his strong opposition to a ge# 
tariff. 

At the end of April 1925, Mr, Churchill introduced 
first Budget. He had been working, of course, on 
estimates of income and expenditure which I had prepi 
in my Budget of the previous April. In that Budget! 
estimated for a surplus of ,£4,024,000, and the real 
surplus was ,£3,658,884, which was only £365,1 16 k 
the estimated surplus. This was the closest approaci 
strict accuracy in Budget estimating that had been n 
since the War. 

In presenting his first Budget Statement, Mr. Chun 
rose to the occasion and spoke for two hours and a I 
He estimated that upon the existing basis of taxatioi 
would have a disposable surplus of £26,600,000. ' 
surplus he distributed by reducing the standard rat 
Income-Tax by 6d., from 4s. 6d. to 4s. He madetc 
tions in the Super-Tax which would cost £10,000,000 
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11 year, and offset this reduction by an increase in the 
state Duties. He reimposed the McKenna Duties which 
had repealed the previous year, but was very anxious to 
t it be understood that he was reimposing these duties 
)t as Protective measures but purely for revenue purposes. 

£ imposed a new duty on imported silk, but, in order to 
nphasise the fact that this was not a Protective duty, he 
lit on a countervailing excise duty on artificial silk. 

The Budget was memorable for two announcements 
hich were not revenue proposals . The first of these was 
return to the Gold Standard, and the second a scheme 
)r the establishment of a system of Widows, Orphans and 
bntributory Old Age Pensions. The latter was not 
trictly a Budget proposal at all, but Mr. Churchill could 
lot resist the temptation of personally claiming credit for 
his scheme. He spent a long time in his Budget State- 
flent in elaborating this measure down to the minutest 
ietail, and then left it to Mr. Neville Chamberlain to take 
:harge of the Bill and to pilot it through the House of 
Commons. This ^^idows and Orphans Pensions Scheme 
[fas based upon a plan which the Labour Government had 
prepared, and which they would have introduced that year 
I they had remained in office. 

' The announcement of the return to the Gold Standard 
Came as a surprise, for although the policy of the Bank of 
England and of previous Governments had aimed at this 
object, the time for taking this important step was gener- 
ally regarded as not having yet arrived. In view of the 
controversy on the Gold Standard which is still going on 
IQ 1934, it may be well to state what was the attitude of 
the Labour Party at that time , and the attitude of important 
persons in the financial world who are now critical of the 

Gold Standard policy. 

On the Second Reading of the Bill for the restoration 
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of the Gold Standard, I moved on behalf of the Lah 
Party an Amendment in these words ; 

u jjouse cannot at present assent to th.e Second hcsi; 
of ” Bill which by providing for a return to the Gold Stani 
with undue precipitancy may aggravate the easting grave 
dition of employment and trade depreciation. 

In moving this Amendment, I explained that I had ate 
been in favour of a return to the Gold Standard, but' 
did not believe that the present was the time when siii 
a step should be taken, having in view the graves 
serious consequences that might ensue. There was ai 
parity between this country and the United States ml 
price value converted to a gold basis, the United Stal 
price-level being probably from 5 to lo per cent, lowertl 
the price-level in this country. The Labour Party w 
of opinion that a return to the Gold Standard ought tob 
been delayed until the prices on a gold basis had bi 
brought to the same level in the two countries. 

Later experience of our return to the Gold Stand 
tended to confirm the fears which we expressed. It 
doubtedly had the effect of injuring our export trade, 
the crisis in the mining industry which developed in 
following year was rightly attributed to a great extei 

this premature step . t c 

Our Amendment was opposed in the House of Gomi 

by financial authorities, who later came round to our \ 

of view and attributed the causes of the severe trad( 

pression which followed to this precipitate step. 

Churchill has since excused himself by saying that b 

not know much about the problem himself, but he 

upon the advice which was given to him. 

It would be tiresome if I were to deal at length wil 
innumerable encounters between Mr. Churchill am 
self in the Budget debates of this year and of succe 
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years. As aa Ex-Chancellor it fell to me to lead the 
Opposition, in the Budget debates, and I found Mr, 
Churchill a foeman worthy of my steel. The debates 
letween us became quite a Parliamentary entertainment. 

: They were regarded as the best show in London. When 
it was expected that we should both be speaking, the public 
galleries were invariably crowded. After a time I ceased 
to take very much interest in these duels, but I was ex- 
pected to play the Parliamentary game of opposition and 
to provide entertainment for my supporters. 

During those four years we were in Opposition a large 
part of the burden of sustaining the Labour Opposition 
fell upon me. In those years my popularity in the Parlia- 
mentary^ Labour Party reached its height. This was 
shown by the fact that in the annual ballots for the Execu- 
tive of the Parliamentary Labour Party I was invariably 
at the top of the poll. 

- Mr. Churchill, during these years, gradually developed 
;as a Parliamentary debater. He learnt to rely less on 
areful preparation of his speeches and more upon spon- 
taneous effort. However much one may differ from Mr. 
Churchill, one is compelled to like him for his finer 
(Qualities . There is an attractiveness in everything he does , 
His high spirits are irrepressible. It was said of a French 
monarch that no one ever lost a kingdom with so much 
gaiety. Mr. Churchill was as happy facing a Budget 
deficit as in distributing a surplus. He is an adventurer, 
a soldier of fortune. An escapade has an irresistible 
fascination for him. It is related, with what truth I do 
iiot know, that when the Cabinet were waiting for the 
last stroke of twelve which brought Great Britain into the 
War, he alone of all his colleagues was full of a fever of 
excitement. When the last stroke came, he is reported to 
have said: “ Now we are in it! ” The War to him was 
a great adventure. 
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Mr. Churchill is a hard hitter in debate, but he is is 
unfair. He keeps his temper admirably, even under m 
provocation. He has the Churchill spirit of the figlti 
I have said many hard things to him and about him, Is 
I am sure he has never borne the slightest malice or ill-^ 
“ The purpose of our debates is to attack our politia 
opponents,” he said to me once, “ and the harder 

the better we are doing the job.” 

One cannot help liking a fellow you have hit or who! 
hit you in a fair fight, and that is, I am sure, how 1 
Churchill regards political controversy. It was in t 
spirit that we both conducted our Parliamentary fights, 



CHAPTER LVI 

The General Strike 

the Spring of 1 926 an unprecedented event took place 
h the industrial liistory of Great Britain. This is not the 
jlace to attempt a history of the General StrUre . Volumes 
iiave been written on this unfortunate episode, and all 
^at I can attempt here is to give very briefly the impression 

of an interested outsider. 

For years, as I have described in the previous volume, 
^here had been an active section of the Trade Union Move- 
inent which had been advocating the General Strike as a 
toethod by which industrial warfare should be carried on. 
i In May 1926 this policy was put to the test, and the 
experiment provided lessons of the greatest value to Trade 
Unionism and to the community generally. The General 
Strike was the culmination of a long series of closely 
lonnected incidents. For some reason the mining industry 
ps always been the storm-centre of industrial trouble. I 
feineniber IVfr. Baldwin saying once that he never entered 
a conference of mine-owners and miners leaders without 
sensing an atmosphere of irreconcilable differences. 

It is not for me to attempt to apportion blame between 
jthe two parties; probably upon impartial investigation a 
measure of blame must be apportioned to each side. In 
lie years immediately preceding the General Strike the 
fact cannot be disputed that the miners were very badly 
led. A serious crisis in the industry was only averted in 
July 1925 by the offer of the Government to grant a 
subsidy to the mine-owners which cost the taxpayers about 
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[n the Spring of 1926 an unprecedented event took place 
in the industrial history of Great Britain. This is not the 
place to attempt a history of the General Strike . V olumes 
|iave been written on this unfortunate episode, and all 
biat I can attempt here is to give very briefly the impression 

if an interested outsider. 

For years, as I have described in the previous volume, 
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hent which had been advocating the General Strike as a 
tnethod by which industrial warfare should be carried on. 
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I conference of mine-owners and miners leaders without 
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the two parties ; probably upon impartial investiption a 
measure of blame must be apportioned to each side. In 
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/'25 000,000. At the same time it was decided to sfci^ 
a Royal Commission to enquire into the state^ oi { 
mining industry. The Report of this Comxnission ? 
made in March 1926, and during the month of April I 

recommendations of this Report were considered by 
Government and by j oint committees of the owners 1 


the miners. , 

The main matters in dispute centred upon hours li 

wages, and incidentally whether working conditions} 

wages should be regulated by district settlements or 1 

a national basis. These negotiations failed to reach 

agreement. On the 30th April the subsidy came to 

end. The whole of that day was spent in hectic coni 

ences between Cabinet Ministers, owners, miners,; 

the Industrial Committee of the Trade Union Congt 

In anticipation that all efforts to arrive at a settleit 

would be futile, the mine-owners had issned lock- 

notices if the miners would not accept a longer W'orl 

day and a reduction of wages. It was not until lita 

the eleventh hour that the hope of averting a stoppaf 

work was abandoned, for it was at 11.15 p.m. that it 

announced that the conversations between jMEr. Bali 

and the Trade Union Council had finally broken dow 

When it became clear that the owners and. the ni 

would not come to an agreement, the Industrial ( 

mittee of the Trade Union Council took the matt 


hand. The reasons why the Trade Union Council i 
vened were that they were not satisfied with the tv 
which the miners were carrying on the negotiations 
there was a fear that if the miners were compelled to a 
the drastic terms of the owners that would be an encor 


ment to employers in other industries to nrake a 
certed attack upon the standard of hours and wages, 
intervention of the Trade Union Council came toe 



mme-owners 



their final 1 
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ffhichthey xvere determined to enforce by a national lock- 
oat of miners . 

I The Trade Union Congress had contemplated the possi- 
of a break-down of negotiations and the lock-out of 
e miners, had called a meeting of the Trade 

oioii Executives for the next day (ist May) to consider 
Ihether the whole Trade Union Movement should give 
ijpport to rhe resistance of the miners to the owners 
ids. It was at this meeting that the decision was 
by air almost unanimous vote to call the General 
Strike for the following Monday midnight. I was not 
present at this meeting, but Mr. MacDonald, as Chairman 
if the Parliamentary Labour Party, attended and took 
in the discussions. A feeling of suspicion that the 
,y,crnmen.t were siding with the mine-owners and 
igdnst the men was no doubt chiefly responsible for the 

iecision which was taken at this meeting. 

That same evening a manifesto was issued by the Trade 
incil which laid on the Government the respon- 
ibilitv for the crisis which had arisen. When Mr. Baldwin 
uyf. from this public announcement that the Trade 
nion Council had taken charge of the situatiori he 
lyited the Council to meet him at 8 o clock that night, 
daftsr five hours of talk no compromise was reached. 

In the meantime the Government had taken steps to 
ieetthe impending General Strike. They issued a Royal 
Proclamation that a state of emergency had arisen, and 
in force the powers of the Emergency Act which 
toe the Government full authority to control food 
lipphes, to commandeer all forms of transport, and to 
Ike necessary measures to preserve order, 
i The next day was Sunday, the 2 nd May, which accord- 
[intoo custom was devoted to Labour demonstrations. I 
|ad arranged to go down to nay constituency for such a 
Sdemonstration, but in view of the critical situation I 
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remained in London and joined in conference 
MacDonald and Mr. Thomas. They were both det| 
concerned about the prospects of a general stoppage 
work, and neither of them had the least hope that it wo 
be successful in its object in bringing pressure tol: 
upon the Government and the mine-owners . While 
three of us were together, Mr. Thomas received a m« 
which had been conveyed to the Trade Union Negotiaf 
Committee to meet the Prime Minister that eveniii|i 
Downing Street. Mr. Thomas left for this meetii 
hoping that at the last minute the conflict might i 
averted. At this meeting with the Prime Minister, U 
Birkenhead suggested a formula which the Trade hi 
Council might be able to accept as a basis for negotialii 

This formula read : 

“We, the Trade Union Council, would urge the minem 
authorise us to enter upon discussion with the understanii 
that they and we accept the Report as a basis of settlement, » 
we approach it with the knowledge that it may involve! 
reduction in wages.” 






The Trade Union Coimcil had no powers to acc 
formula in the name of the miners, but they left Dow 
Street to consult the miners’ leaders. Mr. 
up word to Mr. MacDonald and myself that he 
they were within an ace of a final settlement . 

Union Cotmcil had some difficulty in getting into 
with the miners’ leaders, who had dispersed to 
various districts. 

In the meantime an incredible thing happened, 
appeared that after the Trade Union Council hadli 
Mr. Baldwin to consult with the miners’ leaders a 
Cabinet Meeting took place, and the majority of the 
bers of the Cabinet were against conducting any 
negotiations with the Trade Union Council. The 
for this attitude was stated to be that it was a wron 
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filiation to a Government to continue peace 
. a threat of a General Strike. After this 

leeting, at i o’clock next morning an announce- 
^ ^"^jssued from Downing Street that negotiations 

' ^^^rokenoff. The reason afterwards given by the 

" jit for this abrupt action was that it had come 
) .>rf>^"^ernment’s knowledge that specific instructions 


if r already been sent out, and the 

^ already begun by the action of employees of 

preventing the publication of the paper 
they objected to a leading article on the situation. 
^ ^-xjite clear that the Government had decided to 
' 6 General Strike to proceed, for when the Trade 

#^xxT-n 1 -n cr Rtrp<»t witli the 


3 


'council returned to Downing Street with the 
J^Head formula they could not get in touch with the 

decision of the Government had already 
It is impossible to believe that the action of 
e ^^oloyees of the Daily Mail had been the reason for 
eSvernment breaking off negotiations. Mr. Baldwin 
id bectr overruled by the majority of his Cabinet. He, 
^ elf , would have been willing to continue the negotia- 
oas^ but he had the majority of his Cabinet against him, 
ilio threatened that if he yielded to the Trade XJnion 
Weil they would adopt direct action and go on strike. 
The Trade Union Council were extremely anxious that 
i strike should be averted, and, as Mr. Thomas put it 
Iter, they would have been willing to “ grovel for peace” . 
the majority of the Cabinet were determined to teach 
Trade Unions a lesson. Had Mr. Baldwin been 



Irepared to pursue the negotiations, it is very probable 
|at a peaceful settlement at the last moment would have 
been reached and the disastrous strike averted. 

The next day there was a debate in the House of 
Commons in which Mr. Baldwin, who was evidently 
suffering from the strain of the last few days, said the 
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simple issue was whether the Government would capt 
late to a General Strike which threatened the basa 

ordered government. Mr. J. H. Thomas who to 

knowledge had done all he could to avert the strike, 
not attempt to defend it, but with a good deal of pt 
nut the blame upon the mine-owners and the Governing 
and asserted that if the Government had brought press 
to bear upon the mine-owners to withdraw the loc^ 
notices pending the further negotiations , the Trade Ue 
C ouncil would also have withdrawn the General Sti 
notices. He denied there was any other motive in ci 
a General Strike than to express sympathy with the mine 
The outcome of this debate made it inevitable that i 
General Strike would take place as arranged at ni 
night that day. The Government had definitely m 
up their minds that the strike should be a contest 
power between the Government and the Trade Uniois 
I need not describe the nine days during which i 
strike continued. Success for the Trade Unions i 
hopeless from the first day. Although there was a o 
siderable response to the call to Stop Work , tl 
was little or no enthusiasm for the stiike among 
Trade Unionists. Most of the Trade Union leaders 
been keenly opposed to it froni the beginning, 
great mass of workers who were not T radc. Unioi 
had no sympathy with the strike, though there was an 
all classes a good deal of sympathy with the miners 
the Trade Unionists had fully realised the forces 
would be* ranged against them they would never 
embarked upon the strike. The Trade Union Coi 
had made a serious mistake in making arrangement 
the General Strike while the negotiations wdth the Goi 
ment were still going on; and when these negotia 
collapsed it was difficult for them to withdraw froi 
ill-considered position they had taken up. As e 
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ffoved, it would have been better at this stage, even at 
cost of some humiliation, to have withdrawn from a 
ourse of action which, was certain to result in a still 
urther humiliation after inflicting great inconvenience. 

During the nine days of the strike the Parliamentary 
Executive of the Labour Party met every day to con- 
ider the situation, and to be ready to use any influence 
hey might have to bring the dispute to an end under 
»nditions which would save the Trade Union Council 
torn abject surrender. Our efforts were not altogether 
without avail. But the Trade Union Council had got 
hemselves into such a hopeless position that it was 
lapossible to bring the dispute to an end on terms which 
j?ere not a confession of the failure and futility of the 
kike. 

\ On the day before the final collapse a decision was 
pen in the Courts that the strike was illegal, and that 
I had exposed the Trade Unions which had taken part 
kit to the forfeiture of their funds. This legal decision 

fir 

decided the Trade Union Council to bring the 
ike to an end, and next day they sought an interview 
Mr. Baldwin and announced that from that day the 
leaeral Strike would be terminated, in the hope that 
iegotiations might be reopened. Other reasons than 
:e judgment of the Court that the strike was illegal, 
;6 doubt, influenced the Trade Union Council in taking 
is step. It had become evident that a large number of 
pnkers were beginning to stream back to work, and there 
a fear that it would soon come to an inglorious end. 
During the nine days of the strike I remained silent, 
‘rom one point of view I was not sorry that this experiment 
d been tried. The Trade Unions needed a lesson of 






fu tili ty and foolishness of such a trial of strength. 
h general strike could in no circumstances be successful. 
h general strike is an attempt to hold up the community, 
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and against such an attempt the community will mol^ 
all its resources. There is no country in the world 
has proportionately such a large middle-class pop* 
as Great Britain. They, with the help of govemmc! 
organisation, with a million motor-cars at their sera 
could defeat any strike on a large scale which threata 

the vital services . , 

This General Strike had no revolutionary purpose, i 

did not seek in the least to overthrow the Governme 
It was a demonstration of sympathy with the miners, s 
the only purpose it sought to serve was to bring press 
to bear upon the Government to do justice to that dese 
ing body of workers . Leaving aside the question of 
wisdom of the strike , this at least must be conceded, t 
it was a magnificent demonstration on the part of milli 
of workers of sympathy with a section of their hrethtf 

The lesson of this strike was learnt by the Trade Ui 
leaders. Since then there has been no repetition of s 
a hopeless adventure, nor is it likely that there wil 
so long as the memory of this unfortunate experl 

survives. 

Looking back over the history of this strike, or 
impressed by the incapacity and folly of the Governi 
and the Trade Union leaders. I had the privileg 
reading the voluminous minutes of all the confers 
which took place between the two parties prior tc 
strike. I was impressed by the evidence which 
documents showed of the utter lack of a grasp o 
situation by both sides. They never came to grips 
the problem. Every conference began with a repe 
of the respective attitudes of the two parties, and t 
in the same way. It was not till Lord Birkenhead 
on the scene that the issues were focused in a df 
proposal. No one could read these documents wi 
feeling a great admiration for the acumen of Lord B: 
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ead and his capacity for getting to the root of a problena. 
I his advice had been accepted by the Government, as 
was by the Trade Union Council, no strike would have 
^en place. But in the later stages of the negotiations 
: was quite clear that the Government had made up their 
linds that matters should not be settled by negotiations, 
ut must be fought out by an endurance of strength. I 
lay add that after the collapse of the strike further 
egotiations were abortive, and the miners were locked 
ur for six months, and finally had to surrender to the 
temands of the mine-owners under the pressure of 

tarvation. 
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roved, it would have been better at this stage, even at 
le cost of some humiliation, to have withdrawn from a 
■jiirse of action which, was certain to result in a still 
irther humiliation after inflicting great inconvenience. 
During the nine days of the strike the Parliamentary 
kecutive of the Laboiar Party met every day to con- 
fer the situation, and. to be ready to use any influence 
ley might have to bring the dispute to an end under 
iinditions which would save the Trade Union Council 
fern abject surrender. Our efforts were not altogether 
Ithout avail. But the Trade Union Council had got 
lemselves into such a. hopeless position that it was 
^possible to bring the dispute to an end on terms which 
bre not a confession of the failure and futility of the 
Itike. 

I On the day before the final collapse a decision was 
|yen in the Courts that the strike was illegal, and that 
Ihad exposed the Trade Unions which had taken p^rt 
i it to the forfeiture of their funds. This legal decision 
iially decided the Trade Union Council to bring the 
trike to an end, and next day they sought an interview 
|ith Mr. Baldwin and announced that from that day the 
leaeral Strike would be terminated, in the hope that 
jegotiations might be reopened. Other reasons than 
lie judgment of the Court that the strike was illegal, 
|o doubt, influenced the Trade Union Council in taking 
liis step. It had become evident that a large number of 
itrikers were beginning to stream back to work, and there 
»as a fear that it would soon come to an inglorious end. 

I During the nine days of the strike I remained silent. 
Irom one point of view I was not sorry that this experiment 
lad been tried. The Trade Unions needed a lesson of 
lie futility and foolishness of such a trial of strength. 
h general strike could in no circumstances be successful. 
h general strike is an attempt to hold up the community, 
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and against such an attempt the community will mol| 
all its resources. There is no country in the world 
has proportionately such a large middle-class populai 
as Great Britain. They, with the help of govemmi 
Q3^g3_xnsation, with a million motor-cars at their sci^ 
could defeat any strike on a large scale which threats 

the vital services . 

This General Strike had no revolutionary purpose, i 
did not seek in the least to overthrow the Governme 
It was a demonstration of sympathy with the minerSi S 
the only purpose it sought to serve was to bring press 
to bear upon the Government to do justice to that dese 
ing body of workers. Leaving aside the question of 
wisdom of the strike , this at least must be conceded, t 
it was a magnificent demonstration on the part of milli 
of workers of sympathy with a section of their brethtf 

The lesson of this strike was learnt by the Trade Ui 
leaders. Since then there has been no repetition of s 
a hopeless adventure, nor is it likely that there wil 
so long as the memory of this unfortunate experi 

survives. 

Looking back over the history of this strike, or 
impressed by the incapacity and folly of the Governi 
and the Trade Union leaders. I had the privile^ 
reading the voluminous minutes of all the confers 
which took place between the two parties prior tc 
strike. I was impressed by the evidence which 
documents showed of the utter lack of a grasp o 
situation by both sides. They never came to grips 
the problem. Every conference began with a repe 
of the respective attitudes of the two parties, and t 
in the same way. It was not till Lord Birkenhead 
on the scene that the issues were focused in a df 
proposal. No one could read these documents wi 
feeling a great admiration for the acumen of Lord B: 
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CHAPTER LVII 

The Aftermath of the Strike 

3E General Strike of 1926 provided the Governing 
th its main legislative proposal of the Session of 19!; 
hey introduced a Bill in the House of Commons i 
pril of that year, the main purpose of which wasi 
ke away or to limit the rights of the Trade Unions 
dustrial disputes which they had enjoyed for more tk 
:ty years. This measure was a deliberate provocate 
I the Trade Unions, and it was clearly intended to crip] 
lem in resisting attacks upon their standard of livii 
[alice against the Trade Unions was exposed in evi 
ause of the Bill. 

The introduction of such a measure at that time \vi 
articularly disgraceful proceeding. The Trade Uni 
ad learnt the lesson of the General Strike, and there 
0 likelihood that that unfortunate policy would 
ivived. It was a mean thing to strike at the Union 
jch a time. Industrially they were weak as a resul 
scent industrial disputes. Their funds were exhaus 
nd their membership was disorganised. But be) 
ais the introduction of such a measure was calculate 
St back a movement which was gaining strength an 
le Trade Unionists for the adoption of method 
o-operation and peace in industry to supersede 
oubtful method of the strike. 

Nothing could do more to turn the Trade Unions 
tiis new policy than the introduction of such a 
rhich was animated in every clause by a determin 
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g reduce the Tt&de Unions to impotency . The Bill not 
inly to render a general strike illegal, but it 

jontained ptoyisions in regard to intimidation and 
jicketing were quite unnecessary, because they 

yere sufficiently covered by the existing law. The section 
jf the Bill dealing with picketing and intimidation pro- 
dded that it Would be unlawful for pickets in any trade 
dispute to attend near the works or the workers’ houses 
|r purposes persuasion in such numbers as were 
calculated to intimidate any person, and the definition 
|f intimidation, was “ to cause apprehension of any sort 
|f injury, or to expose to hatred, ridicule or contempt”! 
t Members of the Civil Service were to be prohibited 
Irom being naembers of a Trade Union unless the union 
las entirely independent of any other union or federation 
faliich included, persons who were not Civil Servants. The 
pvil Servants ’ Unions were to be prohibited from having 
Iny political objects, and to be forbidden to associate 
Mirectly or indirectly with any political party or organi- 
lation. 

I The section dealing with illegal strikes laid it down 
pat it would be illegal to strike for some object other 
plan the furtherance of a trade dispute in the strikers 
|wn industry , and if its object was to coerce or intimidate 
lie Government or the public. This provision made the 
Sympathetic strike ” illegal. The sympathetic strike is 
la strike by workers in one industry in support of the 
^workers of another industry where a trade dispute is 
iaking place. This proposal took away a very valuable 
veapon which had been given to them by the Trade 

Disputes Act of 1906. 

This vindictive Bill met with the strongest opposition 
kom the Trade Union Movement. I have seldom seen 
the Trade Union Movement so roused as it was by this 
jiueasure. Hundreds of packed protest demonstrations 
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held throughout the country. The Parlktaji 
Labour Party met this Bill with a relentless opp4 
The Attorney-General, Sir Douglas Hogge ^^1 
Hailsham) was in charge of the measure, and Ms coq 
of it certainly did not enhance his legal reputation, t 
after time he had to withdraw clauses of the Bill ba 
of the absurd drafting and to replace them by re| 
clauses. Sir Douglas Hogge had only recently 
Parliament, and he was xmder the impression thaij 
methods of an Old Bailey attorney were suitable foi 

debates in the House of Commons. 

The Government gave four days for the Se| 
Reading debate. Before the end of three days eve™ 
had been said, even upon such an important and d 
versial measure as this. The debate was flagging,^ 
the intervention of Sir John Simon in support of tk 
revived interest and passion. On the last day oil 
debate it had been arranged that Mr. Vernon Hai^ 
should open the discussion for the Labour Party. Ij 
sitting beside him, and I noticed during Question 1 
he appeared to be suffering from extreme nervo® 
This was surprising, because there was no memt^ 
the Labour Party who could speak on Trade I's 
matters with such authority and experience as 
Hartshorn. This was a subject upon which I exp 
he would made a devastating attack upon the Bill, dn 
from his own exceptional knowledge of Trade 111110 
It had been suggested that I should take part i 
debate that day if it seemed desirable that I s 
intervene. This was not my subject. I knew little 
Trade Union law and perhaps less about Trade 


)ractice. 

When I noticed Mr. Hartshorn’s nervous co 
[ asked him if he would prefer to wait until latei 
debate, and I would take his place and make the i 

736 



The Aftermath of the Strike 

.c,u. He welcomed the suggestion, and I rose to try 
(iischarge my task for which I did not feel to be at all 
petent. Then one of those _ strange experiences 
eaed to me which come occasionally, I suppose, to 
tjiy public speaker. I cannot attempt to explain t is, 
t the moment I got on my feet I felt inspired by an 
iuence outside myself. I looked at the Liberal benches 
saw Sir John Simon, who had made a speech in 
of the Bill the previous day, sitting there with a 
^ of self-satisfaction. The sight of him gave me my 
I had begun my speech by saying that by tempera- 
I was ill-disposed to provocative languap and 
ong invective, but this Bill was a temptation to indulge 
and I might find it difficult to resist that tempta- 
lii, So that happened. I turned on Sir John Simon 
I smote him with a ferocity which surpassed all nay 
leyious excursions into the sphere of vitriolic rhetoric ^ . 

better let a Liberal colleague and follower of Sir 
..... Simon describe the incident — ^Mr. Hore-Belisha. 
I wrote an impression of my speech in the Press next 

ia which he said : 

"I have rarely heard anything quite so forceful and quite so 
Ibitter as this speech. Sir John Sirnon was accused of wilful 
Iwisrepresentation, of tight-rope walking, of quibbling, of base 
I electioneering, of being — and this was ‘ the most unkindest cut 
Lfail’—the author of the Bill. The member for Spen Valley 
I sat there in misery and horror while the lava from the volcano 
^'descended. Then he rose, shook his fist as it were, but the 
■ torrent of scorching satire fell more and more thickly up( 



■ him 


3 > 


« • 


|;My speech was not confined to an attack upon Sir John 
iiinon. I dealt with the Bill clause by clause, and exposed 
malice and, withal, its absurdity. Interjections, of 
fHch there were many, served to bring an effective 
:tort on the heads of the interrupters. I was in a state 
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of mental alertness, when new points and new arguitii; 
crowded my brain. I concluded on a serious note, 

said: 

“ The Bill has been introduced to foment class strife ariii 
arouse the defiance of the unions. Mr. Baldwin spoke yesteJ 
about the supremacy of the minority movement in some o!j 

trade unions. This Bill is the greatest godsend to the mine; 

_ 1 

movement and to Communists alike. There is only one wsj 
escaping from strikes. My hon. friends behind me knowEj 
I have never been an advocate of strikes. In all my public! 
I have advocated the setting up of machinery by which indusf 
differences might be settled without the dislocation of indis 
That is my position today, and that is why I deplore this! 
Its introduction has made the position of men like nij 
extremely difficult, if not impossible. 

“ How can we go on the platform now and appeal to 
friends for a better spirit ? They have the reply in this 1 
There is only one way,” I repeated, “of preventmg a ga 
strike or any other strike, and that is the setting up of macht 
by which industrial disputes can be settled by reason and 
by force, and I would to God that this Government, inste 
throwing their apple of discord into the industrial arena, 
asked Parliament to concentrate its attention upon tryii 
promote such legislation. . . .” 


My speech was received by the Labour Party 
unbounded enthusiasm, and when I sat down a nui 
of Labour members transgressed Parliamentary rul( 
loudly clapping their hands. Mr. Lloyd George p 
down a note, which said: “ I have heard all your 


Parliamentary speeches, but this is the greatest 





CHAPTER LVm 

Some Unconnected Incidents 

Ir. Thomas is an extremely popular after-dinner orator, 
[is wit and irresponsibility and his inexhaustible fund 
f anecdotes never fail to provide amusement and enjoy- 
lent for his audience. But most of all they enjoy his 
allies at his political colleagues. When Mr. Thomas 
rants to “ take a rise out of ” his friends who are present 
it a dinner he usually manages to get himself placed at 
he end of the toast-list so that they will have no oppor- 
Jinity of paying him back in his own coin. However, 
ill one occasion I did, for the time being, manage to get 
he better of Mr. Thomas. We were fellow-guests at a 
luncheon at which Sir Herbert Samuel was also present. 
Thomas had followed Samuel and had been jocular at 
his expense. I had to follow Thomas, so I thought this 
was a rare opportunity for treating Thomas to a little 
of his own bantering humour . I said ; 

1 “While Mr. Thomas has been speaking and making his jests 
at the expense of Sir Herbert Samuel, I have been making a 
series of calculations which I will give to this gathering. 

“ I have calculated that Mr. Thomas spends three whole weeks 
each year attending Labour conferences, and 150 days in attend- 
ing luncheons and dinners of various societies. _ 

“ I have arrived at the conclusion that at these luncheons and 
dinners Mr. Thomas smokes 320 cigars. I have not calralated 
in this the number of cigars he takes away in his pocket. 1 
1 calculate, too, that at these luncheons and dinners he consumes 
" nine gallons of champagne, and that his laundry bill for starched 
; shirts amounts to ^ 18 a year . 
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of mental alertness, when new points and new argum 
crowded my brain. I concluded on a serious note, 

said : 

“The Bill has been introduced to foment class strife nl 
arouse the defiance of the unions. Mr. Baldwin spoke yet 
about the supremacy of the minority movement in somei! 
trade unions. This Bill is the greatest godsend to the ut 
movement and to Communists alike. There is only one®! 
escaping from strikes. My hon. friends behind me hoif 
I have never been an advocate of strikes. In all my puUj 
I have advocated the setting up of machinery by which ini® 
differences might be settled without the dislocation ofinit 
That is my position today, and that is why I deplore tliii! 
Its introduction has made the position of nnen like® 
extremely difficult, if not impossible. 

“How can we go on the platform now and appeal tt 
friends for a better spirit ? They have the reply in tliis 
There is only one way,” I repeated, “of preventing a 51 
strike or any other strike, and that is the setting up of macii 
by which industrial disputes can be settled by reason a« 
Ijy force, and I would to Ood that this Government, instt 
throwing their apple of discord into the industrial area 
asked Parliament to concentrate its attention upon ttji 
promote such legislation. ...” 

I 

My speech was received by the Labour Partj 
unbounded enthusiasm, and when I sat down anii 
of Labour members transgressed Parliamentary rul 
loudly clapping their hands. Mr. Lloyd George [ 
down a note, which said: “ I have heard all your 
Parliamentary speeches, but this is the greatest of 
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Some Unconnected Incidents 

Ir. Thomas is an. extremely popular after-dinner orator, 
gis wit and irresponsibility and his inexhaustible fund 
i anecdotes never fail to provide amusement and enjoy- 
ment for his audience. But most of all they enjoy his 
sallies at his political colleagues. When Mr. Thomas 
wants to “ take a rise out of ” his friends who are present 
i a dinner he usually manages to get himself placed at 
le end of the toast-list so that they will have no oppor- 
tunity of paying him back in his own coin. However, 
W one occasion I did, for the time being, manage to get 
liie better of Mr. Thomas. We were fellow-guests at a 
luncheon at which Sir Herbert Samuel was also present. 
Ikomas had followed Samuel and had been jocular at 
% expense. I had to follow Thomas, so I thought this 
|as a rare opportunity for treating Thomas to a little 

Shis own bantering humour. I said: 

I ‘‘While Mr. Thomas has been speaking and making his jests 
at the expense of Sir Herbert Samuel, I have been making a 
series of calculations which I will give to this gathering. 

I have calculated that Mr. Thomas spends three whole weeks 
each year attending Labour conferences, and 150 days in attend- 
ing luncheons and dinners of various societies. ^ 

“ I have arrived at the conclusion that at these luncheons and 
dinners Mr. Thomas smokes 320 cigars. I have imt calculated 
in this the number of cigars he takes away in his pocket, 
calculate, too, that at these luncheons and dinners he consumes 
nine gallons of champagne, and that his laundry bill for starche 
shirts amounts to ^18 a year. 
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“ I am sorry to have to refer to his consumption of champ| 
for I had hopes at one time that I had broken that vicious li| 
“A year or two ago I was addressing a temperance usj 
in the City Temple, and after I had been speaking for i| 
minutes my eyes fell on my right hon. friend in one of fci 
pews. His wife was with him, and she had evidently ini 
her husband to come to this temperance meeting in tliei 
that it might have some influence upon him. 

“When my eyes fell upon Mr. Thomas for a moment I 
the thread of my argument. Then I said to myself, ‘ Thel 
hath delivered him into my hands ! ’ and the rest of mysi 
I devoted to relating horrifying stories about men wbo 
fallen from their pedestals by a too injudicious drinking i| 
cup that cheers and inebriates. I said to myself, ‘Hert 
brand I have to pluck from the burning ! ’ 

“I could see that my remarks were making an impression 
him , and I expected every moment that he would rise inth 
and shout : ‘ Nay, I yield ! I yield ! I can hold out no moii 
“I understand that he went straight from that meetb; 
signed the temperance pledge, which he kept — until his 
public dinner!” 

A report of these frivolous remarks at this luncl 
somehow got into the newspapers, and they caused 
Thomas great embarrassment. It seemed at firs 
though they would prevent his re-election for D( 
Brotherhood meetings with no sense of humour p 
resolutions and sent them to Mr. Thomas imploring 
to amend his ways. 

But Mr. Thomas in the end got the best of this 
encounter. One of the newspapers invited him to ' 
an article replying to my observations. This articlt 
in Mr. Thomas’s characteristic style. He said thatil 
my markedly ascetic habits which robbed him ol 
chance of having a dig at me. My sole vice, so far as 
Thomas’s spies had been able to discover, was the 
sumption of vast quantities of Turkish cigarettes 
indubitably from the most chic harem in Stamboii 
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(fliich aristocratic form of debauchery I added the 
jjjnitely more plebeian one of filling myself with “ ginger- 
^p”. “When one contemplates the mighty, rushing 
^ers of statistics which he poured forth while puffed up 
^th this horrible drink, one might well ask what in 
geaven’s name would he do with the National Debt on a 
glass of champagne ! ” 

I have no doubt that this newspaper paid Mr. Thomas 
pH for his contribution . It certainly was worth sufficient 
Jo provide Mr. Thomas with a new dress-suit, and to 
pay his laundry for the next twelve months. 






I have said elsewhere that of the thousands of speeches 

I have heard in the House of Commons very few have 

a lasting impression upon me. 

One well-remembered speech was made by Mr. Baldwin, 

Prime Minister, on the 6th March The 

occasion was the discussion of a Private Member’s Bill 

with the political funds of the Trade Unions. 

Mr. Baldwin, while not opposing the object of tlus 

Measure, strongly deprecated raising this controversial 

Isue when at that time it was most important that nothing 

be done to create the suspicion that Parliament 

the Trade Union movement. “ The 

Government were anxious to create a new atmosphere, 

♦ 

a new atmosphere in a new Parliament for a new age m 
which people could come together. It may be said that 
we have abandoned our principles, but we believe we 
fenwwhat at this moment the country wants. We stand 
... peace, we stand for the removal of suspicion in the 
country, and we believe it is for us in our strength to do 
what no other Party can do at this moment, and to say 
that at any rate we stand for peace ! ” He conclu e 
Ms speech with these words: “ Although I know that 
are those who work for different ends from most 
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of us in this House, yet there are many in all rants 
in all Parties who will re-echo my prayer, ‘ Give pcan; 
our time, 0 Lord.’ ” 

It was significant that the greatest volume ofcluj 
which followed the conclusion of Mr. Baldwin’s sp 
came not from his own Party but from the Lalt 
benches . 

I hardly remember a speech which made at the timi 
was delivered such a deep impression upon the Hit 
of Commons . It was a revelation of the real Stai 
Baldwin. It showed a sympathy with the poor,j 
intense desire to promote co-operation between cap 
and labour. No one could doubt his sincerity anj 
good intentions. The speech revealed the deep-sci 
and fundamental differences between the sane and sd 
Conservatism of Mr. Baldwin and the old Toryism o[ 
great body of his Party. It was a speech which i 
always be remembered by those who had the priii 
of hearing it. 

In November 1925 the Town Council of Keigl 
upon which body I had sat twenty-five years before, 
a unanimous vote decided to ask me to accept the hoi 
of the Freedom of the Borough. This was an hoi 
I very highly appreciated, coming as it did from mji 
folks, and from men who were largely in disagree! 
with my political views. 

A short time after this incident the Universit| 
Leeds conferred upon me the Honorary Degree of Do 
of Laws, and this was followed a little later by thei 
from the Leeds City Council of the honour of the Freei 
of the City. As in the case of the Freedom of Keigl 
I appreciated these honours because they, toO|t 
from my fellow-Yorkshiremen. 

Another pleasing incident of a similar kind was 
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[ferment of the Honorary Degree of Doctor of Laws 
the Bristol University. The circumstances of this 
lOur are specially interesting. Mr. Churchill had been 
cted Chancellor of Bristol University, and I xmder- 
ttd that it is the custom when a Chancellor of a 
iversity is elected to give him the privilege of offering 
aorary degrees to a few persons of his own choice, 
that time Mr. Winston Churchill and myself were 
ively engaged in our Parliamentary fights, and it was 
act of good sportsmanship on the part of Mr. Churchill 
select me as one of the recipients of the favours he 
1 to bestow. 

{ little while later the University of Manchester con- 
red upon me a similar degree. 

[n 1925 a Parliamentaiy incident occurred which pro- 
led the Press with the opportunity of imagining that 
mtiations were going on for an entente between the 
berals and the Labour Party. I had made a speech 
moving an Amendment to the King’s Speech in which 
nade a reference to Mr. Lloyd George’s Land Scheme ; 
dsaid that I preferred his scheme to the Tory agricul- 
tal policy. This bald reference was interpreted by 
r, Neville Chamberlain, who followed in the debate, 
“giving the glad eye ” to Mr. Lloyd George. Mr. 
byd George had remarked in the debate that the 
ntoental differences between Liberal and Labour 
:renot very great — ^there was no deep or w'ide chasm, 
id they ought to put their heads together. 

Further support to the suspicion that some intrigue 
IS going on between Mr. Lloyd George and myself was 
venby the fact that after he had spoken he walked up 
le floor of the House to the Treasury Bench, and in 
ill view of all the House of Commons sat down beside 
le, and we engaged in animated conversation for ten 
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minutes. Socialists looked down on the unwoiit^ 
occupation of their front bench with undisguised curiosii 
Conservatives drowned the words of a Consenafe 
speaker in a keen canvassing of possibilities mixed % 
laughter. Mr. Baldwin entered, took his seat, and (u 
templated Mr. Lloyd George sitting beside me witli® 
any appearance of surprise. The whole incident proviji 
the Press with the opportunity for sensational headlte 
but it was a case of “ much ado about nothing 



CHAPTER LIX 
I Leave the I.L.P. 

At the end of 1927 I resigned from the Independent 
Labour Party. My reasons for taking this step are 
^plained in the following letter which I addressed to the 
Secretary of the Party on the 28th December 1927* 

“My dear Johnson, 

“My subscription as a member of the I.L.P. expires at the 
end of this year, and I am writing to you to say that I do not 
intend to renew it. 

f “ It is a matter of the deepest regret to me to feel it necessary 
‘ to sever my connection with an organisation of which I have 
been a member continuously for 34 years, and to which I have 

given the best years of my political life. 

“I have not taken this decision hurriedly. For several years 
the conviction has been growing upon me that the I.L.P. as a 
separate body has served its purpose, and that its continued 

existence is neither necessary nor useful. 

“The Labour Party, since it permitted individual membership 
and adopted a definite Socialist basis, adequately fulfils all the 

purposes for which the I.L.P. originally existed. 

“The I.L.P. now unnecessarily duplicates the work of the 
Labour Party, and in doing so wastes money and effort which 
could be more usefully employed in the local Labour parties. 

“The old I.L.P., by creating the Labour Party, h^ made a 
far greater and more powerful instrument for establishing the 
Socialist State than it could ever hope to be, and it might well 

be content now to merge itself in the larger life. 

“ I shall always cherish with affection the memories of my long 
years of association with the I.L.P. and with men like Hardie, 
Glasier and Benson. The joyful comradeship of the thous^ds 
of men and women of the I.L.P . who in the old days saw visions 
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minutes. Socialists looked down on the unwon! 
occupation of their front bench with undisguised curiosi 
Conservatives drowned the words of a Conservat 
speaker in a keen canvassing of possibilities mixed « 
laughter. Mr. Baldwin entered, took his seat, andc 
templated Mr. Lloyd George sitting beside me with 
any appearance of surprise. The whole incident provi 
the Press with the opportunity for sensational headlii 
but it was a case of “ much ado about nothing ”, 



CHAPTER LIX 
I Lecce the I.L.P. 


At the end of igzj I resigned from the Independent 
Labour Party. My reasons for taking this step are 
explained in the following letter which I addressed to the 
Secretary of the Party on the 28th December 1927: 


“My DEAR Johnson, 

“My subscription as a member of the I.L.P. expires at the 
end of this year, and I am writing to you to say that I do not 
f intend to renew it. 

“ It is a matter of the deepest regret to me to feel it necessary 
to sever my connection with an organisation of which I have 
been a member continuously for 34 years, and to which I have 

given the best years of my political life. 

“I have not taken this decision hurriedly. For several years 
the conviction has been growing upon me that the I.L.P. as a 
separate body has served its purpose, and that its continued 

existence is neither necessary nor useful. 

“ The Labour Party, since it permitted individual membership 
and adopted a definite Socialist basis, adequately fulfils all the 
purposes for which the I.L.P. originally existed. 

“The I.L.P. now unnecessarily duplicates the work of the 
Labour Party, and in doing so wastes money and effort which 
could be more usefully employed in the local Labour parties. 

“The old I.L.P., by creating the Labour Party, has made a 
far greater and more powerful instrument for establishing the 
Socialist State than it could ever hope to be, and it might well 
be content now to merge itself in the larger life. 

“I shall always cherish with affection the memories of my long 
years of association with the I.L.P. and with men like Hardie, 
Glasier and Benson. The joyful comradeship of the thousands 
of men and women of the LL.P. who in the old days ‘ saw visions 
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and dreamed dreams’ which are now becoming realities throd 
their work can never be forgotten. 

“ To you, personally, I would like to express my sincere tespj 
and gratitude. I think I have had a longer ofEcial associat 
with you than any other man now living, and I can testify | 
no organisation ever had a more devoted, capable and sind 
servant. 

“Believe me to remain, yours sincerely, 

Philip Snowden,’ 

I do not think I can add much to what I said in i 
letter. The pain of leaving an organisation which ! 
been so much to me during my political life was moderat 
by the fact that in recent years I had taken no part ini 
work of the I.L.P., not only for the reasons stated inf 
letter, but because I was not in sympathy with the pol 
of the Party, which was drifting more and more away & 
the traditional policy of the LL.P. of evolutionary Soc 
ism into revolutionary Socialism. This change in 
I.L.P. policy has resulted, as I expected, in destro] 
the usefulness of the organisation, and now (1934) it 
practically ceased to exist. The I.L.P. might have t 
tinued to serve a useful purpose if its activities had \ 
confined to the propaganda of a reasonable Social 
leaving the Labour Party to take charge of political iv 
My resignation was received by the leaders of the 1,1 
in a very good spirit. My reasons for leaving the F 
were appreciated. They had realised for some years 
I was out of sympathy with them, and that it was bi 
for all sides that the separation should come, 
official organ of the I.L.P., The New Leader, writing 1 
my resignation, said: 

‘‘Philip Snowden’s resignation from the LL.P. after 34] 
continuous membership will be regretted by thousan( 
Socialists throughout the country. New members coininj 
the LL.P. will not understand this. They have only know 
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during recent years when his mind was obviously turned away 
from the I.L.P. But to the older generation his defection will 
mean the end of an epoch. 

“We cannot let Philip Snowden pass from our ranks without 
an appreciation of what he has done for Socialism, or without 
expressing the sense of joy that the I.L.P. has known in the 
high adventure it has shared wnth him. 

“These things, alas, belong to the past, but their memory 

endures.” 

Mr. J. Maxton, who at that time was Chairman of the 
II.L.P., in writing upon the topic made a confession which 
[put upon me a great responsibility of which I had not been 
jaware until that time. He said: “ I want to say in as 
[public a way as I can that while I have recognised this 
atep as inevitable on Snowden’s part for some time, it is 
j^iug to cause me great personal regret. It was after 
Rearing a speech by Snowden that I finally made up my 
kind that it was my duty to join the I.L.P. and play my 
|art in this work.” 

I hope my responsibility for Mr. Maxton’s adhesion 
|othe I.L.P. does not extend to all his actions since I 
fconverted him to Socialism! 



CHAPTER LX 

Mr. Churchill Miscalculates 

An incident occurred in the last weeks of this ParlianitE 
in which I was unwittingly the central figure. The| 
of this Parliament was ebbing to its close, and the Govct 
ment had announced that a General Election would 1 
held during the month of May. Parliamentary busins 
was being hurried forward. There was not much intea 
in it. The thoughts of Members of Parliament werei 
in the House of Commons, but in their constituena 
It was necessary to get the Budget through before PaS 
ment was dissolved, and by general agreement the debali 
upon it were curtailed. 

I was making an ordinary speech in criticism ofl 
Churchill’s four years’ record as Chancellor of the! 
chequer, when I made a reference to the Debt Agii 
ments he had recently concluded with France and Id 
I denounced these agreements as being unduly generf 
to our debtors and grossly unfair to the British tax-payt 
Under the Agreement with France her debt to usl 
been reduced by 62 per cent., and in the case of Italy 
86 per cent. This meant that the British tax-payers w 
left to bear the burden of this remission, as the lie 
contracted by France and Italy were a part of out 11 
War Debt. I went on to point out that in the cast 
France this remission had been made to a country 'i 
by the devaluation of the franc had repudiated four-i 
of her national debt, and that many British people 1 
had taken up the French loans issued in London du 
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e War had been practically ruined by France’s “ bilk- 
g ” her national obligations. France at that time was 
£ most prosperous country in Europe. Industry was 
mrishing, and there was no unemployment, 

I mentioned that the Labour Party had always been 
I favour of an all-round cancellation of Reparations and 
/ar Debts, but until creditor countries had the sense to 
;e that this would be the best policy for everybody we 
lould insist upon Great Britain being fairly treated, and 
e were not willing that she should alone make undue 
icrifices. I then made an observation which was the 
luse of the row that followed. I said that we had never 
abscribed to that part of the Balfour Note which laid 
own that until there was an all-round cancellation of 
)ebts and Reparations we would not take from our 
lebtors more than was sufEcient to pay our debt to 
Imerica. The Labour Party would hold itself open, if 
ircumstances arose, to repudiate that condition of the 
klfour Note. 



Mr. Churchill immediately seized upon this statement, 
said it was a very serious expression, because that 
principle of the Balfour Note had been embodied in the 
Agreements he had made with France and Italy. I 
replied that I could not subscribe to the doctrine that when 
a Government which happened to have a temporary 
majority in the House of Commons made objectionable 
Agreements with other countries every other Party was 
committed to these Agreements for all time. As a matter 
of fact, these Agreements had not been confirmed by 
Parliament, and in the case of France the Agreement was 
a temporary arrangement which had not been 



ratified by the French Government. 

: There the matter ended for the time being; but 
during the night Mr. Churchill had evidently been thi^- 
^ing about my statements, and had come to the conclusion 
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that here was an opportunity to discredit the Laboi 
Party and to give the Tories a good battle-cry at i 
coining General Election. Next morning a Cabit 
Meeting apparently agreed with Mr. Churchill. Tli 
prepared a statement which was portentously read tli 
afternoon in the House by Sir L. Worthington-EvarJ 
He declared that my remarks on the Balfour Note at| 
on our Debt Agreement with France and Italy wasL 
wanton and reckless act, and that if our European debt® 
were led to believe that they might be called upon to pt 
a larger portion of their debt to us it would do the utnio: 
injury to British interests. The Cabinet Memorandu! 
concluded by formally asking the leader of the Labot 
Party if he accepted and endorsed my declaration, m 
if it constituted the official policy of the Labour Party. 

I rose at once to reply to this statement. I express 
my surprise at the prominence that had been giveni 
my remarks, for that was by no means the first tiinei 
had made that statement in the House of Commons, 
supposed that the reason why the T ory Party and tS 
inspired Tory Press that morning had given such pro 
minence to my remarks was because they realised tl 
failure of the Budget as a whole, and they were anxies 
to discover some other electioneering stunt. If 
Tories wanted to raise this question of Debt Settkmetfii 
I should be the last person to complain. The people \vk 
ought to be anxious that the true facts of these transaction 
should be hidden from the country were those who wti 
responsible for them. If the Tory Party expected tlii 
I was going to withdraw or modify what I had saidtl 
previous day they were very much mistaken. 

The Tory newspapers had come out that morning wii 
headlines : “ Mr. Snowden repudiates Allied Debt Agto 
ments ”. I had, of course, done nothing of the soi 
What I said was : 
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“We held ourselves open if circumstances arose to repudiate 
tie Conditions of the Balfour Note. 

“I pointed out that there was no finality in any of the arrange- 
ments regarding International Debts and Reparations, and that 
at that very moment an Inter-Allied Committee was sitting in 
Paris to consider a revision of the Reparation Agreement. 

“ If I were in office when the question of revision of Inter- 
Allied Debts arose we should consider ourselves free to enter 
on the negotiations for revision without the halter of the Balfour 
Note tied round our necks. 

“I taunted the Tories by saying that they were the friends of 
every coxmtry except their own, and said ‘I am sufficient of an 
Englishman not to be content to see my country bled white for 
the benefit of other countries who are far more prosperous.” 

lilr. Churchill followed me. He was breathing fire and 
slaughter. My refusal to withdraw or apologise had 
Bvidently disappointed and angered him. He had hoped 
to see me humiliated by making an abject withdrawal and 
apology. My attitude, he declared, had made matters 
much worse, and he demanded that Mr. MacDonald 
ihould get up and say definitely whether my statements 
|ere accepted as the policy of the Labour Party. He asked 
ii. MacDonald to say whether he approved of the word 
“bilking ” I had applied to France. “ This was a most 
offensive slang term drawn from the gutter and used to 
convey hatred and contempt, and was a grave insult to a 
fri m rily Power.” Mr. ChurcbiU’s speech was a vigorous 
lerformance. It had the zest of a player who has been 
liiexpectedly given an opening by his opponents, and he 
[» going to score one of the greatest triumphs of his 
career. 

Later in the debate Mr. MacDonald replied. His 
speech proved to be so diplomatic an affair that members 
lere in doubt whether or not he supported me. He was 
placed in a very difficult position, I admit, but on the 
Sfhole he discharged his task with considerable skill. He 
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declared that to suggest my statement implied that 
Labour Government would not honour the signature 
this country was a grave injustice to his colleagues. " 
am asked to say,” he continued, “ that if there is a 
idea of repudiating Agreements that bear the countr 
signatures, except under the conditions in which 
Agreements may be revised and new Agreements ma 
I say there is none whatever.” And he went on to mafc 
a statement which is interesting today (1934) in viewc 
the refusal of the Government to honour its signato 
to the American Debt Settlement. He said ; I ha\ 
never concealed my criticism of Mr. Baldwin’s settl 
ment with America. It was bad financially and h 
politically. But I have said that until that Agreeme 
is changed by mutual consent we shall pay every farthii 
whatever burden it may impose upon this country. 

There was an amusing moment at the beginning 
Mr. MacDonald’s speech. Mr. Baldwin came in, a 
Mr. Churchill muttered something to him. Mr. M: 
Donald seized upon it. “ I have just heard a st 
whisper from the Chancellor of the Exchequer,” he a 
“ Mr. Churchill’s remark to Mr, Baldwin was ‘ Theh 
is up! ’ lam much obliged to Mr. Churchill for sho\« 
his hand,” commented Mr. MacDonald ; ‘ ‘ now we b 

the real nature of the attack.” 

Mr. Churchill was not satisfied with Mr. MacDona 
reply. He pressed for a more explicit declaration, 
put a number of categorical questions to Mr . MacDon 
to which Mr. MacDonald refused to reply. Mr. Churc 
leaning across the table, with a scornful gesture, exclain 
“ I commend to the attention of the country the fact 
the Leader of the Labour Party and the ex-Prime Min 
of the country is incapable of answering perfectly 1 
and simple questions. He sits there and dare not 1 

his mouth.” 
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ttte most exciting nights I have seen in 
^ttmirnons. Tempers rose high, and the 
"t's -Were wildly enthusiastic in support of 

*'ch.ill was evidently not quite satisfied that 

to give the Tory Party the advantage 
'‘id to gain by it. That week-end he took 



livj ** * ^ gaxxx iL/j 

he unusual coiifse of issuing a long statement from the 

’ticbi he tried to cover up his blunder in 
-ei^tion of the public prominently to my 
lOebt Settlements. I knew from inside 

dVtr. Churchill issued this statement. He 

‘Covered that my speech was exceedingly 
coiantry, and not less among the Tory 
II. ever taken up an attitude on a public 
at The Hague Conference, which brought 
sxxch a mass of correspondence as this 
is correspondence indicated what I knew 
spite of the inspired propaganda in the 
the country behind me in insisting 
ease a policy of quixotic generosity to our 
expense of the oppressed British tax-payers, 
"was quickly made to realise the real 
his attempt to make party capital 
bless indiscretion ” had recoiled upon his 
npon the Tory Party. After his last 
his statement from the Treasury he 
ttack like a hot brick, and during the 
ral Election not a word was said by himself 
3! the Tory cniidiciates upon the subject except when they 

d to reply to questions, 
nteresting to add that six months later, at 
lie Efague Conference, Mr. Churchill com- 
[ had. not been sufficiently insistent in re- 
pudiating the obj ectionable features of the Balfour Note. 
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CHAPTER LXI 

Formation of the Second Labour Government 

The General Election of May 1929 was one of the m 
strenuously fought contests I have known. During t!i 
two years previous the by-elections had shown that tl 
Tory Government had lost its popularity, and that whe 
the General Election came there was very likely to be 
change of Government. This Election was not marke 
by any such discreditable incident as the Red Letten 
the Election of 1924. On the v/hole it was kept free fra 
personal recriminations, and elevated to the platform 
political controversy. 

This Election will be historic as the first occasion 
which broadcasting was introduced into an electo 
campaign. The three political parties were given 1 
opportunity through representative speakers to expl 
and defend their Party programmes. I followed I 
Winston Churchill on the microphone, and criticised 
financial record and expounded the taxation policy of 
Labour Party. This broadcasting of political speeche 
an innovation which in the future will play a great j 
in political controversy ; and I expect to see it univers 
used to relieve the political leaders from the necessit 
touring the country and making platform speeches. 

The Tories fought the Election with the desperatioi 
men who realised that they would have to put forth e 
possible effort to avoid a disastrous defeat. The Libe 
who had been almost wiped out at the previous Elec! 
fought hard to rehabilitate the Party. The Labour P 
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entered the contest with high hopes. The Party put 
forward 570 candidates, an increase of 54 over the number 
which ran at the previous Election. In the confident 
expectation that the Party would have to form the next 
Government, they had cautiously issued a moderate 
programme — ^that is, moderate in the sense that it con- 
tained nothing which a Labour Government might not 
reasonably be expected to carry if supported by a majority 
in the House of Commons. The leaders of the Labour 
Party had gained experience from their previous brief 
tenure of office. They were not going to commit them- 
selves to schemes which they knew to be impossible of 
realisation in the im.mediate future. 

I have already expressed the opinion that Election 
■ manifestoes have little influence in gaining votes, though 
they may lose a Party votes if they contain some extreme 
proposal upon which their opponents can seize and 
frighten a section of the electorate. I fought my own 
election mainly upon two questions — National Recon- 
struction and War Debts. I believe that my criticism 
of the American Debt Settlement and Mr. Churchill’s 
War Debt concessions to France and Italy did as much 
to gain votes as anj^hing else . I spoke in many con- 
stituencies during the Election, and usually devoted my 
speeches to this topic, and to the exposure of the way in 
which the British tax-payer was being burdened for the 
relief of other countries. Everywhere this maue a tremen- 
idous impression. I believe that if all the Labour candi- 
dates had had the knowledge to deal fully with these 
matters the result of the Election would have been even 
more favourable to the Labour Party than it actually was. 

The result of the Election, however, was a great victory 
for the Labour Party. The Conservatives lost 155 seats. 
The number of Conservative members returned was 260. 
fThe Labour Party increased the number of members in 
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the House of Commons to 289, an increase of 137 ovi 
the number returned at the previous General Electioi 
Thb Liberals, in spite of their strenuous efforts and 1! 
lavish expenditure of money, and the fact that they 11 
512 candidates, returned only 58 members. But tl 
number of seats they won grossly under-represented i 
number of votes recorded for Liberal candidates. Tl 
number of votes obtained by the three Parties was 
follows : 

Liberal . . . 5,301,137 

Conservative . . 8,664,243 

Labour . . . 8,379,978 

The absurdity of our electoral system was strikinglj 
illustrated in the results of this Election. The numlM 
of votes represented by the average member of eat[ 
Party was as follows : 

Liberal .... 89,850 

Conservative . . . 33)845 

Labour . . . . 28,996 

In the new Parliament each Liberal member k 
behind him roughly three times as many voters as tl 
average Labour and Conservative member ! 

The Labour vote at this Election increased by jus 
under 3, 000 ,000, rising from 5,422,000 to 8,379,000. Tl 
most surprising personal result of this General Electiffi 
was the case of Sir Austen Chamberlain, who just manage 
to scrape in with a majority of 43 over a Labour oppoiM 
at West Birmingham. In my own constituency of Colt 
Valley my majority was increased from 3243 to 913] 
Mr. MacDonald had left his old constituency of Aberaw 
and had gone to Seaham in County Durham, which k 
been represented by Mr. Sidney Webb, who was m 
seeking re-election. This was a safe seat, and Mr. Mat 
Donald was returned by a large majority. It mayt 
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leationed that the increase in the total votes recorded 
t this Election was accounted for by the fact that there 
ad been an increase in the total electorate of about 
,000,000 due to the passing of the measure which gave 
fomen the vote on the basis of adult suffrage. 

The result of the Election made it clear that Mr. 
laldwin could not retain office. The Labour Party was 
ow the largest Party in the House, having a majority of 
9 over the Conservatives (excluding Independents), and 

combined Liberal and Labour vote gave a majority of 
7 over the Tories. Mr. Baldwin on this occasion did 
ot wait for the new House of Commons to turn out his 
Jovernment. The Election had been held on the 30th 
day, and on the 4th June he went to Windsor and 
ubmitted the resignation of his Government to the King, 
rhe next day His Majesty sent for Mr. MacDonald, who 
ccepted office, and three days later announced the names 

if his new Ministry. 

The day after the declaration of the polls Mr. Mac- 
Donald returned to London, and at once got in touch 
nth his principal colleagues. I had a brief conversation 
nth him on Saturday, the ist of June, and we arranged 
hat “ the big five ”, that is MacDonald, Henderson, 
Glynes, Thomas and myself, should meet at bis house 
in Hampstead on the following Tuesday morning. 

The night previous to this meeting it had been an- 
aounced that Mr. Baldwin was going to resign. Mr. 
MacDonald rang me up at Tilford about 9.30, and said 
that he was to see Baldwin next day . I got an impression 
from what he said that he was trying to make a bargain 
with Baldwin to keep us in office. Mr. MacDonald’s 
experience with the Liberals when last in office did not 
encourage him to approach them to form some working 
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arrangement. The way in which Mr. Lloyd George mq 
the Liberals generally had attacked the Labour Pars 
during the Election did not ojffer much prospect of hto 
monious relations between the two Parties in the nd 
Parliament. I had made up my mind, however, that! 
should not be a party to any arrangements with th 

m * I 

1 ones. j 

At the opening of our meeting on Tuesday morniiii 
Mr. MacDonald began by saying that he thought Stj 
might consider the personnel of the Labour Cabinet. I 
said that there was a prior matter, namely, what m 
attitude was to be to the other Parties, and I repeatel 
what I had said to him in our telephone talk the previous^ 
evening. On that occasion he had said to me: “! 
suppose you are ready for your old job.” I had an- 
swered: “ I am not so sure about that. I must be 
reasonably certain that we can remain in office until w 
have done something, and that means more than tea 
years ” (referring to his public statement that he wanted 
two years of sure office). I continued that I could noi 
take on the Chancellorship unless I had the reasonable 
assurance that we should remain in office for at leasl; 
three years, because Churchill had left the nationi 
finances in such a desperate state that it would require: 
at least three Budgets, even if trade were good, to get; 
them into something like order, and before any reduction: 

t 

of taxation could be made. 

Mr. MacDonald said at this Tuesday meeting that be 
had never any intention of trying to make any arrange- 
ment with Baldwin, and that his visit to him was just an 
ordinary courtesy visit of an incoming to the outgoing 
Prime Minister. At this meeting I repeated what I had 
said on the telephone — that before I agreed to take 
office I wanted to have this assurance. I could nol 
possibly consider any understanding with the Tories, 
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I we should then be quite unable to carry our own 
ludget, or hardly any of the items on our programme. 
Ihere was an irreconcilable difference between the Tories 
and ourselves on the question of “safeguarding”, for 
instance. Henderson and Thomas wholly supported my 
views, and MacDonald fell into line. We agreed that we 
jsliould pursue our own course , and make no arrangements 
Isrith either of the other Parties, depending for Liberal 
jpport on the nature of our measures. 

We then proceeded to consider the Cabinet appoint- 
lents. The question arose of giving Miss Bondfield a 
iabinet post. Henderson was strongly in favour of doing 
liis, as he thought it would be a popular thing to do and 
fould be especially popular among the women. Both 
[homas and I took the line that a person should not be 
ippointed to the Cabinet because of sex but on merits 
uid qualifications. Miss Bondfield had already held the 
[oinor post of Under- Secretary to the Minister of 
Labour in the previous Labour Government, and she 
Lad fulfilled her duties with outstanding ability. On 
her own merits she was entitled to Cabinet rank. 
MacDonald was in favour of Miss Bondfield’s inclusion, 
and we decided to put her name down for the arduous 
and unpopular office of Minister of Labour. 

A. discussion on John Wheatley then arose. During 
the time we had been in Opposition in the previous 
Parliament, Wheatley had dissociated himself from his 
former Cabinet colleagues, and had gone to the back 
benches into the company of the Clydesiders. In the 
country, too, he had made speeches attacking his late 
colleagues. MacDonald was strongly opposed to offering 
him a post in the new Government. Wheatley had 
deserted us and insulted us, and MacDonald thought the 
country would be shocked if he were included in the 
^Cabinet, and it would be taken as evidence of rebel 
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ifluence. Henderson took the view, and I was inc 
» agree with him, that it might be better to have 
iside than outside. I took this view from my experien 
f him as a Minister. He was a man who, when free fro; 
le responsibility of office , would make extreme speed® 
ut as a Minister I had always found him to be reasonabi 
ttd practical. However, we finally accepted MacDonald' 
Lew, and his name was not further considered. I 

What to do with Lansbury was something of a prob^ 
;m. He had been kept out of the previous Laboiii 
labinet, but we all agreed that some Cabinet office wodi 
ave to be found for him in the new Government. Biii 
re also agreed that he could not be put in as head of ai 
nportant Department. Merited or unmerited, tin 
tigma of “ Poplar ism ” still clung to him. I 
lat he might be given the Office of Works. I thong 
lat this post would suit him admirably. He would 
ave much opportunity for squandering money, but 
rould be able to do a good many small things whic' 
muld improve the amenities of Government building 
nd the public parks. He was offered and accepted 
»ost. He proved to be a very efficient and popular 

»f this Department. 

Then a most distressing discussion arose about 
foreign Office. We knew that Henderson had set his 
aeart upon this post. Thomas wanted this office, andl 
^fathered that he and MacDonald had talked over ths 

13 • I 

matter and MacDonald was favourable to giving him tli! 
appointment. Neither of them had very much love k 
Henderson. There were a good many past incidents, tb 
recollection of which rankled on both sides. MacDonali 
lade a very good suggestion that one of the Cabine 
>sts to which no official duties were attached should h 
ven to an energetic person who would act as Ministe 
Employment to co-ordinate the Departments wliic 
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night provide work and generaUy formulate plans for 
lational reconstruction. He suggested that Henderson 
nicrht take on this job. But Henderson was not hay mg 

I Thomas, who had been Secretary to the Dominions 

m the previous Labour Government, said that he would 
not take this office again. Henderson became very 

threatened to refuse to have anything to o wi e 
new Government. He would keep to his work at^ the 
,ur Party Office. MacDonald seemed determmed 
jnai Henderson should not have the Foreign Office, and 
eventually he said that he would take that post himself in 
addition to the Premiership for two years to get outstandh 
ing questions, like better relations with America, settled. 
The discussion ended with no reconciliation between 
omas and Henderson. On the way home I had a talk 
Lih Henderson, who had cooled down, and seerried 
dined to consider the suggestion of being Lord Prip^ 
and Employment Minister if I would agree toat he 
,uwtid act as Deputy Leader of the House in my absence. 

I agreed, and we parted with the impression on my part 
ihat he would accept this. The same evening he came 
m to see me (we were then almost next-door neighlmurs), 
and he had altered his mind again, and suggested that e 
would write to MacDonald to say that if MacDonald was 
determined to take the Foreign Office he would not enter 
Government. I pointed out that if he did that he 
uugiii. strengthen MacDonald’s determination ° 
Henderson was convinced that MacDonald, and Thomas 
had agreed that the latter should be Foreign Secretery, 
and that MacDonald intended to take it just to keep 
Henderson out. He was still bitter about the lett^ 
MacDonald had written to him in 1924 when MacDonald 
was forming the first Labour Government asking him to 
he Chairman of Ways and Means. “ If I had not been a 
'good Wesleyan I should have sworn! ” he said. 
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On Wednesday afternoon, the 5th June, a meeting »5j 
held at Transport House of the members of the Natiii 
Executive of the Labour Party and of the Parliament!^ 
Executive. We expected that there would be questi)} 
about the way in which the Government was btii^ 
formed, and that the dissatisfaction which had been| 
in 1924 at the large share of the appointments which Itijj 
then been given to the non-Trade Unionist element |j 
the Party would find expression. However, MacDoal 
made a brief and tactful opening statement. He reyealtj 
no thin g, and there was not a word of enquiry as to| 
construction of the new Government. Everybody Ass 
who was an M.P. evidently hoped that he would le® 
the new Government, and was afraid to speak. T| 
meeting showed a desire to leave MacDonald free intli 
appointment of his Ministers. 

Two important matters were raised at this meetii| 
Henderson said that, as Secretary of the Labour Party, li 
tiad had a communication from Citrine, Secretary oftli 
Trade Union General Council, asking for some liaiaii 
between the Labour Government and the Trade Uni# 
Congress. After a few words of opposition to this&oi 
Ir. J. H. Thomas, because it would give coimteni 
' the idea that the Government was under oiitsi 
■station, it was unanimously agreed not to establii 
thing of the sort. Henderson also raised the quest# 
he weekly Party meetings, and suggested thattbe 
Id be abandoned, and a small consultative committ 
i by the private members be formed to keepi 
iment in touch with the Party. This suggests 
septed. 

.' this meeting the “ Big Five ” met again. Attl 
g Thomas said that he had considered the suggi 
nade the previous day about offices, and hei 
repared to take the Dominions. Henderson ii 

762 



Formation of the Second Labour Government 

diately shook him by the hand, and said “ That leaves 
I the Foreign Office.” I was taken completely aback, 
i presumed there had been some private arrangement. 
icDonald never said a word about his statement of the 
wious day that he would take that office. This con- 
ned my suspicion. Shortly after Henderson left for 
other appointment; and then the matter of his going 
the Foreign Office was raised. Thomas, like myself, 
peared to have been wholly taken by surprise by 
mderson’s assumption that he was agreeing to go to 
e Dominions Office in order to leave the Foreign Office 
len to Henderson. In declaring that he would accept 
e Dominions he said that he assumed that MacDonald 
is going to the Foreign Office. Thomas was wild at 
iing “ tricked ”, as he put it. He threatened that he 
ould not take office at all. He declared that he had said 
lat he would take the Dominions under the belief that 
lat would force Henderson to take the office of Lord 
rivy Seal and Employment Minister. It seemed that 
0 compromise was possible. Thomas was irreconcilable, 
ut eventually agreed to think the matter over until next 
ay. So there the matter was left, Thomas promising to 
;t MacDonald know his decision that evening. I rang up 
rhomas about nine o’clock and found him calmer, but still 
iercely indignant with Henderson, and still undecided as 

0 his action. 

Next morning I had a telephone call from MacDonald 
iO meet him and Thomas at Downing Street. I arrived 
kst, and Thomas came in next, and we had a talk before 
MacDonald arrived. Thomas told me that he had slept 
fo'er the matter of Henderson “ tricking ” him about the 
Foreign Office. He had decided to accept the post of 
Lord Privy Seal and Director-General of Employment 
Schemes. 

This was a surprising outcome of the events of the 
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lediately shook him by the hand, and said “ That leaves 
le the Foreign Office.” I was taken completely aback, 
id presumed there had been some private arrangement. 
lacDonald never said a word about his statement of the 
revious day that he would take that office. This con- 
nned my suspicion . Shortly after Henderson left for 
lother appointment; and then the matter of his going 
) the Foreign Office was raised. Thomas, like myself, 
ppeared to have been wholly taken by surprise by 
[eaderson’s assumption that he was agreeing to go to 
le Dominions Office in order to leave the Foreign OflEce 
pen to Henderson. In declaring that he would accept 
le Dominions he said that he assumed that MacDonald 
fas going to the Foreign Office. Thomas was wild at 
leing “ tricked ”, as he put it. He threatened that he 
fould not take office at all. He declared that he had said 
iiat he would take the Dominions under the belief that 
iiat would force Henderson to take the office of Lord 
Uvy Seal and Employment Minister. It seemed that 
80 compromise was possible. Thomas was irreconcilable, 
iut eventually agreed to think the matter over imtil next 
ly. So there the matter was left, Thomas promising to 
MacDonald know his decision that evening. I rang up 
Ihomas about nine o’clock and found him calmer, but still 
prcely indignant with Henderson, and still undecided as 

phis action. 
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previous day. Henderson’s stubborn pertinacity hadi| 
md he became Foreign Secretary. I never knew 
Mr. Thomas changed his mind and agreed to taketl 
post of Employment Minister, for he must have 
that he was taldng on a very difficult job, and one tvliit 
was bound to bring him more criticism than credit, 

He had already plans, and his chief concern attl 
moment seemed to be to get together a staff and an oft 
He was keen on Colonial development. He wished 
innounce that all contracts for this would be given 
British workshops. We pointed out to him the n 
wisdom of making any such announcement as it wot 
simply give protection to British firms, who would foi 
rings, and prices would soar sky-high. We agreed tl 
he might keep Preference in mind and give it win 
orices were not unreasonable. We decided that he mi 
io something to let it be known that we would i 
derate rising prices on account of demand caused 
mblic works, and that, if necessary, we would introdi 
in anti-profiteering Bill. 

We discussed at length what Thomas’s new du 
vould be, and what steps he could take to increase 
mlume of employment. Thomas was extremely popi 
imongst business men, and he had decided that he m 
;et in touch with the leading men in the various branc 
)f industry and discuss with them trade possibilities i 
lew constmction work. He seemed in the few ho 
lince he decided to take on this job to have been thinli 
remendously, and he had got a number of quite soi 
deas in his mind, I promised that I would help 1 
vith as much money as he needed for sound ventt 
vhich promised ultimate returns, but with not a pei 
For subsidies to inefficient industries. We were in C( 
plete agreement on this policy, and during the harass 
months he held this difficult post there were no differei 
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It all between us on policy , nor did he ever submit to me 
ior financial help any proposal to which I had any 

lesitation in giving my approval. 

When I left this meeting I met Mr. Churchill coming 

3Ut of the Treasury Office where he had been clearing up . 
He looked fresh and happy, and gave me the encouraging 
information that he had not left a penny in the till ! 

I foimd in the evening papers that Thomas had begun 
bis work — his new appointment was the news feature, and 
it had lost nothing of its importance in the telling! 

We further discussed the Ministerial appointments. 
Mr. Wedgwood Benn had only recently come into the 
Labour Party, but he had had long Parliamentary ex- 
perience, and had proved himself to be an unusually 
Mful destrucL debater. Alflrough disliking to 
[give office to new recruits, we felt that Benn’s was an 
Wptional case, and that if he were included in the 
Cabinet he would be a considerable augmentation of the 
debating strength of the Front Bench. So it was 
suggested that he might be offered the India Office. 

A number of men who had held subordinate offices in 
the previous Labour Government were entitled to pro- 
motion, and by the resignation of Sidney Webb, who had 
leen President of the Board of Trade in the former 
Government, and the passing over of Mr. Wheatley, who 
had been Minister of Health, vacancies had been created 
in these offices. Mr. William Graham had been a con- 
spicuous success as Financial Secretary to the Treasury 
in 1924, and he was obviously marked out for Cabinet 
rank. The Board of Trade seemed the most likely post 
for him, and he was appointed to this office. Mr. A. V. 
Alexander had been Parliamentary Secretary to the Board 
of Trade in the previous Labour Government, and he, 
too, by his work in that office had established a claim for 
|)romotion. Mr. Arthur Greenwood had been with Mr. 
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Wheatley at the Ministry of Health, and seemed to| 
his natural successor. 

It had been suggested that Mr. Alexander might | 
to the Dominions Office, but Mr. Sidney Webb had mji 
it a condition of his elevation to the House of Lords tt 
he should carry a Cabinet appointment with him. S 
when that office became vacant through Mr. Thoira 
acceptance of the dual office of Lord Privy Seal a 
Employment Minister, Mr. Alexander was offered ! 
post of First Lord of the Admiralty. Sir Oswald Mos 
had been considered for this post, as it was thought 
might be strong enough to fight the “ gold braids ” the 
It was eventually decided, however, that Cabinet ra 
should not be given to one who had only recently joir 
the Party, and about whose Socialist orthodoxy there \ 
at that time considerable doubt. He was, however, gii 
the nominal office of Chancellor of the Duchy of Lancaj 
without Cabinet rank on the understanding that he wo 
help Mr. Thomas with his employment schemes. I 
MacDonald suggested Mr. Lees Smith for the Admira 
This was probably due to the influence of Lord Arm 
who at that time was very intimate with MacDonald, 
suggested that Lees Smith would find a congenial spt 

at the Post Office, and MacDonald put him down for 1 
office. 

I asked that Mr. Pethwick Lawrence should go v 
me to the Treasury as Financial Secretary — a position 
which I considered him to be eminently qualified. Fie 
not held office in the previous Labour Government, 
the University he had had a distinguished career 
Wrangler and a Smith Prizeman — and he was a very i 
Economist. I never regretted this selection. He madi 
excellent Financial Secretary, both in his Departine 

duties and in the conduct of financial measures thro 
the House of Commons. 
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The death of Lord Haldane since the time of the 
previous Labour Government had left the office of Lord 
Chancellor vacant. There was no member of the Party 
who had the qualifications necessary for this high office. 
So the Prime Minister turned to Lord Sankey, a Lord of 
Appeal, who had never been associated with the Labour 
Party, being precluded from taking part in politics by his 
judicial position. He had a few years before made himself 
very popular in the Labour Movement as Chairman of a 
Royal Commission on the Mining Industry, and his 
appointment as Lord Chancellor in the Labour Govern- 
ment was received by the Party with general approval. 

I need not go further into details of the constitution of 
the second Labour Government. It was composed over- 
whelmingly of the Right section of the movement. Of the 
fifty-four major and minor appointments the Trade 
Unionists were given twenty-one offices, and the re- 
mainder were filled from the non-Trade Union section. 

The composition of the new Government was on the 
jwhole favourably received by the Press. The appoint- 
jinent of Mr. Henderson as Foreign Secretary caused 
considerable surprise. It was generally assumed that the 
Prime Minister would continue to give close attention to 
^foreign policy. General sympathy was expressed with 
'Mr. Thomas in the almost impossible task he had under- 
ftaken. Mr. Lansbury’s inclusion in the Cabinet was 
regarded as its most disturbing feature, but some con- 
isolation was derived from the fact that as First Commis- 
sioner of Works his opportunities for extravagance would 
jbe severely circumscribed. Mr. Herbert Morrison was 
brought into the Government for the first time, taking 
the post of Minister of Transport without Cabinet rank. 
He proved himself, however, in a short time to be 
such an efficient Minister that he was taken into the 
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On Friday evening, the yth July, I received otticS 
notice to attend at Windsor Castle at 11.30 next morii^ 
to be sworn in as Chancellor of the Exchequer. Us 
King had only recently recovered from a very sev® 
illness, and was not fit to make the journey to BuckingW 
Palace. It had been arranged that a special trais 
would take the new Cabinet from Paddington to Windsoi 
on Saturday morning, the 8th July. The news of osr 
journey had got abroad, and a great crowd assembled j 
the station to see us off. We had an enthusiastic receptioi 
and the good wishes of the crowd were showered upon ns, 
At Windsor five open landaus with postilion riders hai 
been sent from the Castle to meet us. It was the fc 
occasion in history when a new Cabinet had attended tli 
Sovereign accompanied by a woman. Miss BondfieU 
who had that unique distinction, was seized upon by tii 
reporters, who asked her if she was frightened. “01 
not the least bit,” she said. “ I am used to this sort( 
thing. There is only one thing that I am really conscioi 
of, and that is that I am making history.” At Windsor 
large crowd lined the streets as far as the Castle, ai 
again the new Ministers had a great reception all aloi 
the route. 

The ceremony of swearing in the Ministers took pla 
in the Audience Chamber of the Castle. The Kii 
looked remarkably well considering the severe illnf 
through which he had recently passed. He apologis 
for having put us to the trouble of coming to Winds 
on account of his illness, and asked to be allowed 
remain seated. Lord Parmoor, as President of t 
Council, called each Minister before the King, taki 
the Secretaries of State first, then the Chancellor of 1 
Exchequer and other Ministers. Each went to the Kin 
chair and on bended knee swore to fulfil his office fai 
fully, and was then handed his seals, and kissed 
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Ring’s hand . I was excused from kneeling on account 
of my physical infirmity. The ceremony went through 
OTthout a hitch, and Sir Maurice Hankey, the Clerk to 
the Privy Council and Secretary to the Cabinet, after- 
wards described it as a brilliant success. The King 
complimented Miss Bondfield on being the first woman 
Privy Councillor. As we were leaving the room the King 
said to me : “I hope you are not too tired with standing.” 
He was always most l^d and considerate . 

On our return from Windsor the Ministers proceeded 
to their respective Departments and deposited their seals. 
I found that Churchill had altered the position of the 
furniture in the room, I had it at once put back into 
its former position. I reappointed my two former 
Private Secretaries— Mr. Grigg and Mr. Fergusson. 
i Churchill had had three, but I dispensed with the third 
[and handed him over to Thomas, to whom he had acted 
las Private Secretary in the former Labour Government. 
I then returned to the Cabinet Room in Downing Street, 
where we had an informal talk. We fixed the first Cabinet 
[Meeting for eleven o’clock on the following Monday. 

On our arrival at Downing Street that morning we 
'found a tremendous commotion in the court. There 
itvere some fifty photographers, talkie men, and cinema 
operators. Henderson had arranged this for advertise- 
ment purposes. I disliked all this show business. We 
had to parade before the camera, and the Prime Minister 

^introduced each with appropriate words. 

At this first Cabinet Meeting no business was presented 
beyond the Prime Minister initiating the new members 
finto the mysteries of Cabinet procedure. 


769 



CHAPTER LXII 


The Labour Government meets Parliament 


The new Labour Government was given three weeks'i 
respite before it had to face the House of Common, 
This interval was fully occupied with meetings of 4 
Cabinet and the preparation of the legislative programme 
On the 2 nd July the King’s Speech was read in thi 
House of Lords by the Lord Chancellor, and in thi 
House of Commons by the Speaker. The King had no 
sufficiently recovered from his serious illness to be abl 


to open Parliament in person. 

It was clear from the first day that the Conseivatii 
Opposition were in a state of exasperation from the 
electoral defeat, and were determined to embarrass tl 
Government in every possible way. 

The King’s Speech outlining the legislative programr 
for the new session was an ambitious document, ai 
contained a list of measures which the Government con 
hardly expect to carry through in one session of Pad 
ment. Foremost place was given to the question 
Unemployment. In this connection schemes would 
submitted to Parliament for the improvement of me! 
of transport, for the stimulation of the depressed exp 
trades, for the economic development of the Colonies, 
the improvement of agriculture, for the encouragem 
of the fehing industry. Measures were under conside 
tion with the object of providing greater opportuni' 
for overseas migration. A Bill was being prepared 
the reorganisation of the coal industry, including 
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3urs and other factors, and for the ownership of the 
linerals . 

The Government had already begun enquiries into the 
)adition of the iron and steel and cotton industries in 
rder to discover means for co-operation between the 
lovemment and the industries concerned to improve 
leir position in the markets of the world, 
ould be introduced to promote an extensive policy of 
um clearance, and to make further provision for housing 

I urban and rural areas. The Government also proposed 
) institute an examination of the experiences of the 
leneral Election so that the working of the law relating 
) Parliamentary elections might be brought into con- 
)rmity with the new conditions created by the mde 
xtension of the franchise. 

It is interesting to note that five years later (1934) 
ivery one of these questions is still receiving the con- 
ideration of the Government. This is a striking com- 
nentary on the difference between the promises of 
}overnments of all parties and their performances. The 
Labour Government carried out exhaustive enquiries into 
k cotton and iron and steel industries, but, owing to the 
Muservatism of the leaders in these industries , nothing what- 
^er has yet been done to reorganise them. The Labour 
Government did pass through Parliament a Coal Mines Bill, 
, mainly owing to the opposition of the mine-owners, 
no very useful results have accrued from this measure. 

I I will turn back to the debate on the Labour Govem- 




’s legislative programme for the Session of 1929* 
r. MacDonald spoke at length, amplifying the summary 
|)f the programme as given in the King’s Speech. He 
|nade one interesting confession, which is significant in 
of what happened in 1931 when the National 
yernment was formed, which shows that even so far 
ank that idea was working in his mind. 





Viscount Snowden^ s Autobiography 


He said : 

I want to say something else. It is not because I happ^ 
be at the head of a Minority that I say this. The thought i 
be occurring to the minds of everyone who is aware of the 
serious problems that this country has to face, problems atl 
and problems abroad. I wonder how far it is possible, witi 
in any way abandoning any of our party Positions, withoi 
any way surrendering any item of our Party principles 
consider ourselves more as a Council of State and less asarr 
regiments facing each other in battle? The condition ol 
House at the present moment invites us to make these reflecti 
and so far as we are concerned co-operation will be welcoi 
... It applies to a Majority as well as to a Minority Go? 
ment. ... So that by putting our ideas into a common 
we can bring out from that common pool legislation and 
ministration that will be of substantial benefit for the natio 
a whole.’’ 

There is a remarkable similarity of phrases in 
extract to the words which Mr. MacDonald emplc 
two years later when explaining and justifying the 
mation of the National Government. 

There was another interesting statement in this sp( 
made when he was talking about the appointment i 
Committee to consider the question of Electoral Reft 
The extract is a good example of Mr. MacDonald’s li 
of falling into Scotch metaphysics, which leaves 
hearers in a state of bewilderment as to what he mei 
He said : 

“There are the rival plans of a second ballot, an alteriij 
vote, and proportional representation, and there is anothergri 
There is a group who consider that, after all, an election ri 
does not begin and end by an accurate mathematical represe 
tion in this House of the bodies of electors who have grou 
themselves to put their ballot-papers in the ballot-boxes. ' 
view of government is the static view, where we are an e 
replica, on a very small scale, of the millions of electors. 1 
is one view’*, the static view. But the other view^ is that the i 
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final purpose of an election is to elect a Government, and I use 
Reword rather apart from electing merely a House of Commons. 
Tjiatis another view, and all these views must be considered in 
Qffierto find out exactly where we are.” 

The meaning of the “ views ” expressed in this extract 
gu be gathered only by those who were acquainted with 
Mr. MacDonald’s oft-expressed opinions on the question 
of Electoral Reform. He had stated his opposition to 
jny change in the existing system on the ground that, 
Isregarding the aim of “ accurate mathematical repre- 
sentation in the House of Commons ”, the existing system 
gave the country a Government which was strong and 
reflected roughly the wishes of the electorate. 

The Conservative Opposition selected as the subject of 
their Amendment to the Address the question of the safe- 
guarding of industry. Sir Philip CunlifTe-Lister moved 
in Amendment in the following terms : 

“But humbly represent to Your Majesty that the failure of 
Your Majesty’s Ministers to make any plain declaration of their 
policy in regard to the Safeguarding, McKenna, and analogous 
Duties, and to the maintenance of Imperial Preference, creates 
acottdition of uncertainty prejudicial to trade and to the em- 
ployment of the people.” 

The choice of this subject for the debate at the opening 
of the new Parliament, immediately after the policy of 
Tariffs had been decisively rejected by the electorate, 
ishowed either considerable courage or a strange ignorance 
of the political situation. It fell to me to take part in 
this debate on behalf of the Government, and to state 
iatwe should scrap the procedure of the previous Tory 
Government on the Safeguarding of Industries, and that 
we should not extend the protection which had been 
given to certain industries when the period for which it 
hd been given expired ; and that we reserved the right 
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to withdraw the protection before that date if we thoiii| 
fit to do so. The main purpose of this Tory debate ^ 
to drag from me a declaration of the Govemmentl 
intentions in regard to the McKenna Duties, which lu| 
been reimposed by Mr. Churchill in 1925. I emphaticaj; 
refused to do this, and the only reply they got was li 
“ wait and see The result of the division upon tit 
Tory Amendment was an overwhelming defeat ofii, 
There was a full muster of Labour and Liberal member 
against it, and the Tories were unable to put their fii 
strength into the Division Lobby for their own Ami- 
ment. At that time there was a fair number of Cos. 
servative members who were opposed to Tariffs, bit 
they only dared to show their views in the negative fo® 
by abstaining from voting for the Tory motion. 

The first part of the new session was necessarily brief, 
IS the time for the adjournment for the Summer Reces 
ivas near at hand. 

Mr. Thomas had taken the duties of his new offices 
Employment Minister very seriously, and when Parbi' 
nent met, although he had been in office less thasi 
nonth, he was able to report a considerable amount if 
orogress made. As an old railway-man, he natural 
aimed first of all to an enquiry as to what could be don 
uy the railways in the form of new capital works aa 
lew equipment. He was able to tell the House ontk 
second day it met of the schemes he had already sanctionel 
md of the plans he had in view. Parliament would bt 
isked to guarantee ,^25,000,000 for loans for Pnblit 
utility Companies’ Schemes, such as the extension if 
underground tube railways and the electrification of certa 
ines. The municipalities were to be given more generoiii 
^nts to encourage them to carry out local public workj 
assistance to the extent of ,^1,000,000 a year was toll 
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yjyen by the Government for interest over a limited 
Ljiod on loans raised for Colonial development schemes. 
^ five years' programme for improving existing roads, 
:o5ting;£28, 000,000 had already been sanctioned. 

gr. Thomas explained that he was going to Canada 
lext month to discuss with the Canadian Government 
fie question of migration, and with the Canadian Railway 
[Companies the possibility of importing a larger amount 
){ British steel. After this preliminary announcement of 
lis intentions , he encountered some opposition, especially 
jom Mr. Lloyd George, on the ground that he was 
isting Parliament to give him unlimited powers to spend 
Boney on schemes which had not yet been formulated, 
rie opposition was withdrawn after I had intervened 
ad promised that I would go into the matter with 
[iff. Thomas and fix a limit to the amount of Government 
noney to be spent, and on the further understanding 
ihatwhen the sum sanctioned by Parliament had been 
fated we would come again to the House to ask for 
[urtlier powers of expenditure. 

Sir Oswald Mosley had been given the nominal office 
of Chaacellor of the Duchy of Lancaster on the under- 
standing that he would assist Mr. Thomas in his Employ- 
ment Plans. The services of Mr. Thomas Johnston, who 
was Under- Secretary for Scotland in the new Government, 
and Mr. George Lansbury , the Commissioner of Works, 
were also to be used for the same purpose. From the 
beginning this arrangement did not work. The relations 
between Mr. Thomas and these three Ministers were 
never harmonious . Mr. Thomas wanted to keep things 
in his own hands. The three other Ministers had ideas 
of their own which conflicted with Mr. Thomas’s policy. 
Eventually the relations between these Ministers became 
so strained that the arrangement had to be abandoned. 
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Mr. Thomas had taken on a difficult task whidicji 
not have been carried through by any Minister wholi 
not the powers of a dictator. A difficult task became j. 
impossible one when world trade suddenly collapsed i, 
the autumn of 1929 as the result of the financial crasti 
the United States. Unemployment increased rapi| 
and soon passed beyond the two millions figure. ^ 
thing that Mr. Thomas could do within his powers j 
the way of promoting public works made little imprasii 
upon the rising volume of unemployment. He strugglii 
manfully against the deepening trade depression, I 
October of this year export trade had fallen by 50 j® 
cent, from the figure of the corresponding period of k 
previous year. Mr. Thomas was the object of geneal 
though undeserved criticism from all quarters. Ew 
day he had to face a barrage of hostile questions, 
difficulties of his task and the storm of criticism he 
to face — especially from a section of the Labour Partj- 
broke his spirit, and eventually led to his resignation of i 
thankless task. But this story must be told later. 

In the first few weeks of the new Parliament we m 
able to judge its temper and its qualities. It certai 
was an improvement upon the previous Parliament, wB 
had been predominantly Tory. It was clear tki 
could expect no quarter from the Conservatives, i 
were bent upon making things as difficult as possible I: 
us. Personally I did not mind this in the least. I expectd 
rn Opposition to oppose, and the more vigorous tk 
nposition was the more I enjoyed it. 

Although the Liberals were few in numbers theyW 
me very able men. Sir Herbert Samuel had retoii 
the House of Commons after ten years’ absence, haTiii 
lent most of the interval as High Commissioned 
destine. 
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Th largfi number of new Labour members contained 
jgjie men who were useful additions to the debating 
of the back benches. The relations between the 
fjberals and the Labour Government promised to be a 
ge more harmonious than when the previous Labour 
(jjyemment was in office. The Liberals were anxious, 
if possible, to keep the Labour Government in office 
giJl the question of Electoral Reform had been settled. 
71iis was a question which naturally was of great concern 
to a Party which had suffered so severely under the 
absurdities of the existing electoral law. The Tories 
sere not averse to some change in the electoral law, but 
jere inclined to favour a system of Proportional Repre- 
sentation. The Liberals, too, were strongly in favour of 
this system, but the Labour Party were opposed to it. 
Tk Labour Party in the main were opposed to it on the 
|n)und that under the present system they stood a chance 
to gain representation in Parliament beyond their pro- 
portionate strength in the country. Later in the year 
itbe Government appointed a Committee under the Chair- 
Uship of Lord Ulleswater— a former Speaker of the 
House of Commons — ^to consider the various schemes of 

electoral reform . 

Parliament adjourned for the Summer Recess at the 
eidof July, but this brought no respite to my labours. 
Two days later I left England to attend an International 
Conference at The Hague which had been called to 
^Monce more with the problem of German Reparations. 
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The Hague Conference 

I COME now to the story of what was perhaps thei 
sensational episode in my career; an episode whicl 
my great surprise brought me for a time into world-ni 
notoriety. This was the Reparations Conference 
was held at The Hague in the month of August 1925, 

Perhaps I had better begin with a brief statement o! 
the events which led to the calling of this Conference, 
Ever since the end of the War the question of Rep 
and War Debts had caused considerable trouble. Agr 
many International Conferences had been held on 
matters, but no working and permanent settlement i 
Reparations had been reached. The Peace 
met in Paris after the War in an atmosphere still ck 
with war passions. Fantastic ideas were then entertaina 
as to the possibility of compelling the defeated Po\5Ei 
to pay the whole cost of the War. These ideas were so® 
found to be vain delusions, and the successive Conference 
on the subject made unsuccessful efforts to reduce fe 
amount of Reparations to be exacted from Germany to 
limit which might be within her capacity to pay. 

Three years after the end of the War some wiser b 
began to realise that the whole idea of exacting Reparatioiis 
and discharging War Debts was financially and econo® 
ally impossible without inflicting injury upon debtor d 
creditor alike. On the ist August 1922, the Britist 
Governnaent made a bold and statesmanlike declaratt 
on the subject, which was embodied in a Note addressa 
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L„ Lord Balfour to our European Allies in the War. 

document insisted upon the relationship between 
Reparations and Inter-Allied Debts; and set forth in 
language the British view of the problem. It was 
^jjitcd out that up to that time the British Govern- 
[jent had abstained from making any demands upon 
(jjeir Allies either for the payment of intei'est or the 
repayment of capital on the debts due to Great Britain. 

the meantime Great Britain had been required to 
jneether obligations to the United States. In this Note 
§6 British Government announced that they were pre- 
pared, if such a policy formed part of a satisfactory 
htemtional settlement, to remit all debts due to Great 
iBritain by her Allies in respect of Loans, or by Germany 
[in respect of Reparations. This magnificent offer met 
no response either from the Allied countries or from 

Bie United States. 

Farther efforts were made to place the Reparations 
Payments on a more practical basis, culminating in the 
Mon Conference held in July 1924, to put the Dawes 
Scheme into operation. The Dawes Plan was never 
regarded as being of more than a temporary character. 
It involved serious interference by the Creditor Powers 
[with the economic and commercial affairs of Germany , 
[and even those who fixed the figure which was to be paid 
|by Germany had grave doubts as to whether it would be 
within the capacity of Germany to meet these obligations, 
d especially whether it would be possible to transfer 
Repayments to the creditors without seriously upsetting 
Re International Exchanges. 

i The question of revising the Dawes Plan was first 
ised by Mr. Parker Gilbert, the Agent-General for 
.eparations, in his Report on the working of the Plan 
iblished in December 1927. He urged the advisability 
f opening up negotiations for this purpose between the 
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German and the ex- Allied Governments. No furtk 
step towards a revision of the Dawes Plan was taka 
until September of the following year (1928), when durini 
the sitting of the League of Nations Assembly at Genevi 
the German Ministers raised the question of the Evac® 
tion of the Rhineland . The F rench Government insists 
that the Evacuation of the Rhineland could not be coi 
sidered until the matter of German Reparations had bee 
placed in a more satisfactory posftion. It 
agreed that there should be parallel discussions aboii 
evacuation and about a final settlement of Reparation 
and that a Committee of Experts should be appointed ti 
draw up proposals for a complete and final settlement g., 
the Reparation problem. Negotiations on the niattei 
took place between Mr. Churchill (who was then Chan- 
cellor of the Exchequer) and M. Poincare. In connectki 
with these negotiations Mr. Churchill visited Paris, ani 
finally Notes were exchanged between the two Gove®; 
ments placing on record their points of view in regard ® 

a final settlement of Reparations. 

It is important here to note, in view of the controversy 
which arose at The Hague Conference, that Mr. Churcli 
insisted that in any alteration of the amount of tli! 
Annuities to be paid by Germany the distribution (| 
these Annuities between the different Creditor Natioa 
should be based upon the percentage which had beq 
fixed by agreement at the Spa Conference held in igat, 
and which since then had been maintained in all tk 
Reparation Plans. He also insisted that full cover fror 
Reparations and Allied Debt payments should be assure 
under any new Plan. He pointed out that up to thattiir 
the British payments on her Debt to America had exceeds 
oiu: receipts from Reparations and Allied Debts 1 
^180,000,000, and he insisted that the British Governme 
must reserve their right to deal with this deficiency a 
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recover supplementary payments over and above their 
current debt liabilities. 

When I come to deal with the proposals of the Young 
Committee j which was the outcome of these negotiations, 
it will be seen that in demanding amendments to their 
hpoxt at the Hague Conference I was doing no more 
than acting upon the policy of the British Government, 
with which the Allied Governments ought to have been 

femiliar. 

The new Committee of Experts, charged with the duty 
of drawing up proposals for a complete and final settle- 
ment of the Reparations problem, was formally appointed 
oa the 19th January 1929, and it first met on the 9th 
February. The Chairman of this Committee was Mr. 
Owen Young, an American, and it consisted of ten 
other members — two Belgians, two French, two Germans, 
Italians and two British. The British members of 
Itlie Committee were Sir Josiah Stamp and Lord Revel- 
tgtoke— who unfortunately died before^ the Committee 
reported, and his place was taken by Sir Charles Addis. 
This Committee sat for four months and, according to 
111 reports, its proceedings were not of a very harmonious 
lature. Each of the Allied members of the Committee 
|ho had been appointed by their respective Governments, 
find who regarded it their duty to get as much as they 
Icould for their own country, put forward claims which, 
wf satisfied, would have resulted not in a decrease in the 
pnount of Reparations Germany would have to pay, but 
in increase in the full Dawes Annuity from 125 >000 ,000 
to 1 5 0,000 ,000. It had been made quite plain that the 
two British members of the Committee were in no sense 
representatives of the British Government. They had 
been appointed to give their expert knowledge to the 
problem of what sum Germany might be able to pay. 
SThe opposition to the unreasonable claims put forward 
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by the representatives of the Latin Governments had 
be contested mainly by Sir Josiah Stamp, who durii^ 
these four months had a most strenuous and unpleasat 
time. He has since made it known that he eveatuaE 
agreed to proposals demanded by the Latins in order | 
avoid a total break-down of the Committee. 

It leaked out in the Press at the beginning of Ma]i 
while the Committee was still sitting, that in order ^ 
reconcile difficulties and to meet the demands o 
the French, Italians and Belgians, the chairman ha 
produced a fresh scheme. Under this scheme tl 
average share of the British Empire was to be reducej 
to a figure which would fail to cover even our future 
Debt Payments. When this became known there tvas a: 
storm of protest from all shades of opinion in this counti\'j 
and Mr. Churchill was questioned upon it in the House' 

of Commons. He stated that the British Government 

was in no way bound by the recommendations of the 
Committee of Experts, and he made it quite clear that 
there could be no chance of any such proposals being 
accepted by this country. Eventually fresh proposals foi 
the distribution of the Annuities were made which slighth 
increased the share of the British Empire. 

Anyone who has had experience of such Committees 
can understand quite well how it came to pass that the 
recommendations of the Committee were so unfavourable 
to Great Britain. The representatives of France, Belgiim 
and Italy on the Committee were a solid block, and b 
insistence upon their demands they wore down the 
opposition and reduced the chairman to a state of almosi 
complete nervous prostration. Finally, to prevent a coni' 
plete break-dotvn, the British members of the Committee 
had to accept a Report with some points on which the) 
did not agree, and which they quite realised involves 
unfair sacrifices on the part of Great Britain. 
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order to get an understanding of the matters which 
id such acute differences in the Hague Conference, 
1 tty to make as plain as possible the objections of 
Iritish Government to certain proposals of the Young 


irt. 

le Report fixed the amount of the payments to be 
; by Germany at an average of 100,000,000 a year 
the next fifty-nine years. This was a reduction of 
t 30 per cent, upon the Annuities under the Dawes 
, This reduction in the German payments was 
)ted by the British Government, but we took the 
ion that so long as Reparations were paid they must 
Fairly distributed amongst the Creditor Powers, 
question of the distribution had been hotly debated 
le earlier Conferences. Two years after the War, 
Conference at Spa in 1920 a scale of distribution 
ig the Creditor Powers was agreed upon. The 
entage of Reparations allotted to Great Britain under 
3 pa Agreement was substantially below the percentage 
hich Great Britain was entitled on merits. But it 
accepted, and although the system of German pay- 
ts had been altered at least four times in the subse- 
at eight years, the Spa scale of distribution had been 
Qtained. The Young Report recommended a change 
he percentage of distribution of the Annuities which 
lid reduce the shares of the United Kingdom, the 
ited States of America, and some of the smaller 
vers by 5^2,000,000 a year for thirty-seven years, and 
;at Britain’s loss was to be distributed amongst France, 
ly and Belgium, the major part of the advantage going 

Italy. 

fhere was a further feature of the Young Report to 
ich the British Government took strong exception, 
was proposed to divide the German Annuities into 
0 classes — Conditional and Unconditional Annuities. 

783 



Viscount Snowden^s Autobiography 

About one-third of the total Annuities — -equal to a sua 
of £33,000,000 — ^was to be placed in the category ofj 
Uncon^tional, and was to take priority of payment over' 
the other two-thirds. Five sixths of this prior charge 
allotted to France. Italy was to get about £2,000,005 
a year, and the remainder, amounting to less than! 
£2,000,000, was to be distributed amongst all the othei 
Creditor Powers. The purpose of dividing the Annuities 
into two categories, giving absolute security for the receipt 
of the unconditional part, was to enable the countries 
receiving these pay^ments to fund them into a Capital 
Debt against Germany. It was extremely unlikely that! 
Germany would be able to maintain the regular payments 
of the whole of the Annuities, and, as practically the 
whole of Great Britain’s share of the Annuities was to 
come from the postponable part, while half of the share 
of France was guaranteed against postponement, France 
in this respect was placed at a great advantage comparec 
with Great Britain . 

The other part of the Report to which the British 
attached importance was that dealing with the paymentsj 
of Annuities in kind. This method of paying Reparations! 
was especially disadvantageous to Great Britain, as these? 
exports from Germany entered into competition with 
British exports. 

These were the three principal matters in the Report 
to which the British Government took strong exception, 
and the British Delegation went to the Hague Conference 
with the authority of the Cabinet to insist on such adjust- 
ments of these matters as would secure justice to this 
coxmtry. A delegation to a Conference of this charactei 
must necessarily be given a certain measure of libert)' 
within their general instructions, to deal with mattec 
which may unexpectedly arise, and with development 
that cannot have been foreseen. It was understood tk 
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if the British Delegation found it impossible to secure 
the acceptance of their demands, and if the break-do^ 
of the Conference seemed likely , the British Delegation 
would refer to their Cabinet colleagues for further 

instructions. _ ^ rrn tt i. 

A week before the Delegation left for The Hague, the 
l^oung Report was raised in a debate in the House of 
ICommons by Mr. Lloyd George, who took exception to 
the three points in the Report to which I have just 
referred. In replying to this Debate I left no doubt that 
the Government took the view on these matters which 
fir. Lloyd George had stated, and I concluded by saying . 
'lam expressing my own view, and, I think, the view 
jf the Government, when I say that the limit of con- 
cession by this country has been reached.” The outcome 
of this debate made it quite clear that the three points 
would be raised at the Conference by the British Delega- 
ion; and it came as a great surprise to me when the 
matters were raised at the Conference that the foreign 
delegates appeared to be in complete ignorance of the 
attitude of the British Government in regard to them. 

The British Delegation left for the Hague on Sunday, 
the 4th August. We arrived on the Sunday evening, and 
were received at the station by the British Minister, and 
on behalf of the Dutch Government by M. Beelaerts van 
Blokland, the Foreign Minister. We had to submit to 
^fhe usual infliction of being photographed, and then 
proceeded to our headquarters at the Grand Hotel, 
Scheveningen, a seaside resort two or three miles from 

The Hague. 

The formal opening of the Conference had been fixed 
for Tuesday morning, the 6th August. The Dutch 
Parliament was not then in session, and the (jovern- 
iment had very generously placed the Parliamentary 
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buildings in the Binnenhof at the service of tk 
Conference. 

On the evening before the Conference assembled, tk* 
heads of the six principal Powers, including German, 
met at the hotel at which the French Delegates were 
staying for an informal talk about the proceedings of h 
Conference. This was the first occasion on which I kt, 
met M. Briand, and M. Jaspar, the principal Belgian 
delegate. I renewed my acquaintance wdth Dr. Strese- 
who, I was pained to see, was obviously in a vei] 
poor state of health. ^Ve discussed at this infornk 
gathering the question of the Chairmanship of the Con 
ference, and the appointment of a Secretary-General. L 
regard to the latter appointment there were no differences 
of opinion as to the man beyond ail others best qualified 
to fill that important post. Sir Maurice Hankey m 
well known to the foreign delegates, who had met him 
when acting in a similar capacity at many previon 
international conferences. In regard to the Chairniffi- 
ship of the Conference arrangements were made which 
however, were never carried through, that the chaii 
should be occupied successively by the heads of tk 
principal Delegations. 

M. Jaspar, the principal Belgian delegate, was selectee 
to take the chair at the first plenary session of the Con- 
ference, a position he accepted in complete innocence ol 

the onerous duties he was undertaking. , 

M. Jaspar had a head of hair which reminded oneoi 
Mr. Lloyd George, and this resemblance had led at a 
previous Conference at Cannes to an amusing incident, 
Two Englishwomen saw M. Jaspar, who they believed 
Mr. Lloyd George, enter a barber’s shop. They waitei 
outside, and when M. Jaspar emerged they went into th 
barber’s shop and begged for a lock of hair which W 
been cut from the gentleman’s head who Lad just goM 
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This was given to them, and it is very likely to 
day two Englishwomen are wearing a lock of 
f Jaspar’s hair in the belief that they are treasuring a 

lock of Mr. Lloyd George’s ! 

The arrival of the delegates for the opening session 
the following morning was v/atched by vast and cheering 
crowds. On this occasion the public were admitted to 
the galleries, as the proceedings were to be of a purely 
for mal chai’acter. There were thirty -three chief delegates 
at the Conference, representing fourteen nations. The 
jTQj^gign. IN^inister welcomed the Conference on 
behalf of the Government and the Queen to the calm 
and peaceful atmosphere of The Hague. M. Briand, as 
the senior Minister among the delegates, followed with 
one of his appropriate little orations. He referred to The 
Hague as a sj'mbol of peace, and ‘ here , he added, is 
a propitious atmosphere in which to serve the cause of 
humanity, and to make yet another effort to promote 
peace and good-will between the nations which have by 
sad experience learned that war is bad business, even for 
lectors.” Dr. Stresemann followed, and, though physic- 
ItUy weak, made a bold speech in which he referred 
Jirectly, but still quite pointedly, to the idea which 
1. Briand had recently put of a “ United States of 
lurope ”. I followed with a very brief speech in which 
. expressed regret that M. Poincare and Herr Mueller, 
Ihe German Chancellor, were prevented by illness from 
attending the gathering, and I congratulated Holland 
japon being free from the necessity of taking part in the 

|)roceedings,' and expressed the conviction that though 
boliand was mot directly concerned with such trouble- 
jsome problems as - Reparations, she, like all nations, 
|would benefit by a just and satisfactory settlement of 
Itbe problems before the Conference. After these for- 
Imalities the opening session came to an end, to be 
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resumed for business purposes at four o’clock tkt 
afternoon . 

It had been decided that the business sessions of the 
Conference should be held in private, though it was sooa 
discovered that it might have been better if the Press 
had been admitted. It was impossible to keep the pro- 
ceedings and debates of the Conference secret. There 
were scores of Press men from all parts of the world 
assembled at The Hague, and, being denied access to the, 
meetings of the Conference, they were driven upon other 
resources for their information. With the exception of 
Great Britain, all the other Delegations had brought with 
them strongly staffed and highly efficient Press depart- 
ments, and they had also perfect arrangements for meeting 
the Press representatives from their respective countries 
and putting them in possession of the news they wantec 
circulated in their own countries. Nothing transpire 
at the Conference which was not immediately conveyei 
to the foreign Press representatives, and, natural! 
coloured by the impression they wished to make upon tl 
people of their respective coimtries. The British Delegi 
tion were driven to adopt similar methods, although oi 
Press department was never so elaborate as that of tl 
other Delegations. 


At four o’clock that afternoon the first business sessi 
of the Delegates assembled under the chairmanship 
M. Jaspar. I thought it desirable that the British attiti 
towards the Young Plan should be stated at the out 
of the proceedings, and I rose at once for that purpe 
In view of the impression which my statement made 
the Conference and the sensation it created through 
the world, it might be well if I reproduce the fairly 
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Report of niy remarks which was afterwards coniinunicated 
to the Press. I began by saying : 

"The experts had stated that the Young Report must be 
re?arded as indivisible and must be accepted as a whole, but I 
2 rSd that if the Conference accepted that statement and 
took the proposals as they now stood, they would have to follow 
in some respects an inconsistent and rather contradictory 
! decision. The British experts were not Government servants, 
and the British Government was in no way committed to adopt 

the committee’s recommendations. 

“ The views of the British Government were that the annuities 

wUch had been fixed were not beyond Germany’s capacity to 
pav If ^ difficulty should arise, it would not be in Germany 
Lding it difficult to obtain the money, but because Germany 
could not pay the money into the creditors pockets. 

“ The abolition of financial control was heartily welcomed by 
the British Government. As regards financial security, this was 
now based upon a solemn undertaking by the German nation, 
which also was a departure from that laid down by the Treaty 
of Versailles. There were a few safeguards in case of difficulties, 
which I hoped and believed would not arise, and I was glad that 

the sanctions had been removed . 

“The British Government had no objection to the volume 

and the amount of the annuities, but it objected to the proposal 

to divide the amount into two categories. So long as conditional 

annuities were being paid it did not matter much, because all 

nations were getting their money, but unconditional annuities 

carried the right of mobilisation, and therefore attained greater 

security than the conditional annuities. 

"The British Government objected to the present proposed 
division whereby France got five-sixths of the unconditional 
annuities and Italy had a very considerable sum amounting to 
£2,000,000 annually, which was much larger than her revenue 
under the Dawes Plan. There remained a perfectly negligible part 
to be divided among the other creditor Powers. I hoped they 
would forgive me for speaking frankly and firmly. The division 
was utterly indefensible, and the Experts themselves had made 
no attempt whatever to explain it or to justify or to defend it. 

“ The British Government attached the greatest possible im- 
portance to the proposed modifications which bad been made in 
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the distribution of annuities among the various creditor natioes, 
and which v/as a departure from agreements which already 
existed, and, unfortunately, this division was very much to the 
disadvantage of certain creditor countries and very much to the 
advantage of other creditor countries. Great Britain was a very* 
heavy sufferer from these suggested alterations in the distrik-i 
tion of annuities, and some of the smaller nations would atsfj 
suffer. That was in one respect very unfortunate, because the 
small nations who were now asked to make sacrifices in their 
percentages v/ere not represented at the Experts’ Conference, 

“This was the first time that a suggestion had ever been made 
that there should be a departure from the Spa percentages, 
There had been eight conferences since that of Spa on tk 
Reparations problem, but this was the first time an}?- suggestior 
had been made that there should be any change or modificatior 
in the percentages then decided upon. The question had never 
been raised by the Dawes Scheme, and the experts had no 
authority to interfere with existing arrangements for the distri- 
bution of annuities. When the Young Committee was convened, 
it was agreed among the chief creditor Powers that there should 
be no interference with the Spa percentages. 

“The effect of the reduction was very heavy upon some 
countries which did not share at all in the mobilisable parto! 
the annuities. Great Britain would lose under the proposed 
scheme 48,000,000 marks a year. France, in addition to five- 
sixths of the unconditional aimuities, would gain 10,700,000 
marks, Italy 36,800,000 marks and Belgium 12,200,000 marks, 
Japan, Serbia, Greece and Rumania, and the United States 
would also lose small amounts . 

“We have paid to the United States ,^150,000,000 whicli, 
with accrued interest, is now ;£20o,ooo,ooo before we havt 
received any payments from our debtors on account of theii 
debts to us. It is estimated that if the scale is adopted Great, 
Britain will get just her bare debt to the United States covered 
But it must be remembered that it makes no allowance whatever 
For the sum of 3^200,000,000 which is due to Great Britain 
under the terms of the Balfour Note.” 

I then touched on the question of payments in kind, 
d said Great Britain attached great importance to thk 
lestion, adding: 
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“Our relations with Germany are very friendly commercially, 
and long may they continue so, but we compete in the markets 
of the world, and payments in kind therefore have assumed a 

great and serious importance. ^ 

“ Forgive me if I appear to speak with great firmness in regard 

to the distribution of annuities. The House of Commons would 
never agree to any further sacrifices of British interests in this 
matter. We are agreed— and as you all know, all parties in 

Great Britain are agreed — upon this. 

***^j^g prepared to wipe the slate clean of all international 

debts and aU Reparations. That was implied in the Balfour 

Note. It was the declaration of our Party before we came into 

power. But so long as Reparations are paid and received, so 

long as debts are payable, every Government in Great Britain 

will insist upon Great Britain being fairly treated in this matter. 

At the conclusion of my speech the Conference evidently 
felt that they had had as much for that session as they 
could comfortably digest, and a motion was made for the 

adjournment of the Conference. 

To my surprise the speech, which contained nothing 

which ought to have surprised the delegates if they had 
been aware of the position of the British Government as 
stated in the House of Commons debate, caused a great 
sensation. The French, Italian and Belgian Delegations 
had evidently come to the Conference expecting no 
opposition to any of the recommendations of the Report. 
They had assumed that the business of the Conference 
would be confined to drafting a protocol laying down the 
conditions for putting the Plan into operation. As a 
matter of fact, I was appalled at the ignorance which was 
displayed by the Delegations of these countries. They 
had no appreciation at all of the contributions which 
Great Britain had made to France, Italy and Belgium in 
the settlement of their War Debts to this country. 

The full Conference assembled next morning (Wednes- 
day, 7th August). It was clear that the French, Italian 
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and Belgian delegates had kept their officials up all nigtt 
preparing statements for them, which were read to the 
Conference. The statements were moderate in tone 
but emphatic that there could be no concessions h 
them on the demands I had put forward. The smalk 
Powers who suffered to some extent from the alteration 
of the Spa percentage were unanimous in their criticisiiB 
of the Report. There was, however, an underlyb 
feeling that I had thrown out a challenge which woulj 
have to be taken up, and the speeches made that mornijB 
were obviously drafted to gain time for a further ex- 
ploration of the British case. At a reception given by tli{ 
Dutch Government the previous evening my “ bomb- 
shell ” was almost the sole topic of conversation, ani] 
amongst neutrals the feeling was frankly expressed tha* 
the Conference would have to face up to the facts, ai 
that a little plain speaking had been introduced into ai 
International Conference which had been strikingb 
absent from the proceedings of previous Conferences. 

The French and Italian Press were most violent in thei 
remarks upon my speech, and were insistent that n 
sacrifice of the advantages which France and Italy derke 
from the Young Plan should be made. 

On the next day (Thursday, 8th August) the Conferenc 
went into Commission. It had not been my intention t 
speak at the first meeting of the Finance Commission, bii 
events made it necessary that I should make a secon 
speech and repeat in stronger language the demands c 
the British Delegation. It had come to our knowledg 
that the statement was being widely circulated that I m 
simply blufiing, and that a strong line of oppositio 
would expose the bluff. The Chairman of this Financ 
Committee really precipitated my second speech b 
proposing the setting up of a number of sub -committee 
to draft a protocol for the putting of the Plan into opera 
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tion. This proposal I strongly opposed, and said that 
until the Conference had come to a decision upon the 
three demands made by the British Government it was 
useless to proceed to other business. I took advantage 
of this opportunity, also, to reply to the speech which had 
been made by M . Cheron the previous day in the plenary 
session. The following is a summary of the remarks I 
made on this occasion: 

“Mr. Chairman, I quite agree with what you have said that 
it will be desirable to draw up a programme for the consideration 
of the Sub- Committees after we have got an idea of the points 
to which the Commission attaches importance. The Commis- 
sion will be aware from what I said the other day that there 
are two or three matters arising out of the Report to which the 
British Government attach supreme importance, and indeed I 
may emphasise what I said the other day by declaring now that 
the British Delegation must have an assurance that the three 
main points I raised the other day, namely, the distribution of 
the annuities, the unconditional part of the annuities and de- 
liveries in kind, must be considered and some decision must be 
reached before the British Delegation can take part in the discussion 
of miy further matters arising out of the Report. The Experts’ 
Report says in two or three places that the Government must 
accept the Young Plan in principle before they proceed to the 
appointment of certain Committees, such as the Committee to 
deal with the alteration of the German Laws and the Bank 
project, and one or two other matters. 

“ I hope my remarks will not be regarded as being in the least 
offensive if I say that there was no reply whatever given to any 
one of the arguments which I advanced, and no figure which I 
gave was challenged. Indeed all the speeches which were made 
yesterday purporting to be criticisms of my speech might be 
summarised in one sentence, namely, that we must accept the 
Young Report as a whole, that it is indivisible, that if any changes 
are made in the Report the whole structure will fall. , . . 

“In regard to the first of these points we do not accept the 
statement of the Experts that the Report is indivisible. If that 
were so we should not be here at all. . . . But all the changes 
* we have asked for could be made within the structure of the 
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Plan without in the least undermining the foundations of that 
Report. 

‘‘What were the sacrifices to which M. Cheron referred, 
namely, that the amount of the annuities will be smaller than 
the amount which was fixed under the Dawes Plan. But 
I do not call that a sacrifice at all, because we are not making a 
sacrifice when we are giving up something which we should 
never have received. This is not a sacrifice at all, and even if it 
were a sacrifice it is a sacrifice which every one of the Creditor 
Powers is called upon to share proportionately. The French 
Finance Minister went so far as to claim as a sacrifice the loss 
of the prosperity index. That again is no sacrifice at all, but 
if we are to talk about sacrifices here then I have to say some- 
thing about the sacrifices which the British Empire has made, 
As a matter of fact there is not a single one of the countries which 
were engaged in the War which has made anything at all ap- 
proaching the financial sacrifices which Great Britain has made. 
, . . We have a war debt now of £7,500,000,000, which is 
more than double the war debt of any other nation which was 
engaged in the War. The taxation of our people is double per 
head of our population than of any other country that took 
part in the War. I have to provide 125,000,000 francs every 
day of the year for the service of our war debt.’’ 

I dwelt in considerable detail with the magnanimous 
character of our settlements with our late Allies, and 
laid stress upon the following fact : 

“As a matter of fact, we settled with Italy a debt of 
£560,000,000 for a present value of £78,000,000, and if the pro- 
posal made in the Young Report were carried into effect we should 
have to sacrifice to Italy another £30,000,000 of that £78,000,000. 
Therefore all that we should get from Italy for a loan which at 
the time of funding amounted to £560,000,000 is in effect no 
more than £48,000,000. 

“Therefore, if as a result of this Report we were called upon 
to make certain sacrifices, we should be perfectly within our 
moral rights if we insisted on a reconsideration of oxir present 

debt arrangements with them.” 

Turning to the distribution of the annuities, both con- 
ditional and unconditional, I repeated that 
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“The Young Committee had no right whatever to interfere 
with the Spa percentages.” 

concluded by saying ; 

“ We must have a decision upon these questions before we proceed 
anp further, and I wish to submit to the Conunission a Resolution 
on this matter for which I shall ask approval ... 

“I have behind me the unanimous support of my Govern- 
ment, the support of the House of Commons irrespective of 
Party, and the support, I believe, of the whole of the people of 
Great Britain. Upon this matter I am speaking quite frankly. 
We cannot compromise ... 

“ The Young Report states that before it can come into opera- 
tion it must be ratified by the Governments concerned, and I 
want to tell this Conference that the British House of Commons 
will never ratify this Young Report in the form in which it is at 
present. Suppose that we here were to accept it, supposing the 
British Government were to accept it, what would happen? 
W'e mi ght go back to the House of Commons and submit it 
to the House of Commons, but the House of Commons would 
not accept it, the country would not accept it, and therefore all 
the work would have to be begun all over again, and I am quite 
sure that that is a situation which every one of us would deplore, 
and every effort should be made at this Conference to avoid 
such a catastrophe as that.” 

submitted the following Resolution : 

“That a Sub-Committee of Treasury Experts should be 
appointed to consider and submit proposals for the settlement 
of any questions raised in regard to the amount and the method 
of payment of the annuities provided for in the Young Plan, 
and (without the German representatives) to revise the scheme 
of distribution of these annuities so as to bring it into accord 
with the existing inter-Allied agreement.” 

This speech, as might have been expected, “ put the 
;at among the pigeons ”, and drew excited replies from 
he French and Belgian and Italian Delegations. In none 
if the speeches was any attempt made to deal with the 
irguments and statements I put forward. They were in 
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the main a repetition of the phrase — “ the Young Repod 
is an indivisible whole and we cannot admit any alteration 
of its recommendations 

At the end of this meeting of the Financial CommissiK- 
the divergence between Great Britain and the othe 
Creditor Powers had become so marked that it 
decided to adjourn for two days to see what might happei 
in the meantime. I agreed to this adjournment only ot 
the condition that the next session should be devoted to] 
a continuance of the general debate, and that Mr. Graham's 
speech on Deliveries in Kind should come first. The 
debate on Deliveries in Kind at this particular moment 
was really a time-killing arrangement while private con- 
sultations were going on behind the scenes on the question 
I had insisted should be dealt with before other matters 
were discussed. 

At this meeting, on Saturday the loth, Mr. Graham 
made a clear statement of the British position on Defe- 
eries in Kin d. Mr. Graham’s speech was moderate am! 
persuasive, and it made a distinctly favourable impressioi 
upon the meeting. 

At the conclusion of this speech, ignoring the facttha 
it had been agreed to confine the business of that sessioi 
to the subject raised by Mr. Graham, M. Cheronrose 
and without any remonstrance from the Chairman, sail 
that he proposed to reply to the speech I had made twi 
days before. He innocently confessed that he was doii^ 
this because the French Press had attacked him on accouB 
of the weakness and inadequacy of his earlier reply. Thi 
turn in the proceedings of the Commission had taken isi 
completely by surprise, but I could not quite allow M 
Cheron’s speech to pass without an immediate replj 
M. Chdron had read his long speech, and he evident!; 
did not expect that I should reply to him at once. Iwa 
getting rather impatient with . this constant repetition o 
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stateineiits which were no answer to the case that I had 
put forward, and I did not spare M. Cheron on this 
occasion. It was in the course of this speech that I used 
the expression which became notorious, and which M. 
Cheron has not lived down to this day. The following is 
»n extract from what I said : 

‘‘ I hope that I shall not be considered discourteous if I say 
that M. Cheron ’s speech has taken me somewhat by surprise. 

I understood that the sitting was to be devoted wholly to the 
question of Deliveries in Kind. But M. Cheron has replied to 
what I said when I spoke on Wednesday. Had this been a con-i 
tinuation of the general debate on the whole Plan, I should have 
had no complaint to make about the nature of M. Ch6ron s 

intervention this morning. 

“I am not going to follow M. Cheron in the points he has 
made, and particular Iv in the figures he has submitted to the 
Committee. I will practically confine myself to saying that 
I do not accept the accuracy of a single figure M. Cheron has 
put forward. If this w^cre the occasion for going into details on 
this matter I should refute every one of the constructions which 
M. Cheron has placed upon his figures. It is not true to say 
that Great Britain did not suffer, in the proposed distribution, 
under the Young Plan in comparison with the distribution 
which she received under existing agreements. I hope that the 
word will not be considered ofiensive, but M. Cheron s inter- 
pretation of the Balfour Note is grotesque and ridiculous to any- 
one who understands its full character. 

“ It is no good going on arguing the question day after day 

in the Committee, one side repeating its arguments and the other 
side repeating its claims. It is high time that w^e came to grips 
with this matter. I have not come here to spend the rest of my 
days at The Hague. I want to get back to my own country. I 
am as anxious as any member of the Committee to come to a.n 
agreement which will be mutually satisfactory and which will 
place this vexed question upon a permanent foundation. But 
there can be no settlement unless it is a settlement based upon 
justice. This general debate will have to come to a close very 
soon. My resolution is before the Committee, and I^^cannot 
delay a decision upon that resolution very much longer. 
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At the close of my speech a number of delegates roa 
to continue the discussion, but the Chairman was 
opinion that the atmosphere had become so electric tlia 
it would be well to adjourn the Conference until tli 
debate could be continued in a calmer spirit. 

After the adjournment of the Conference there was 
violent reaction on the part of the French to the won 
“ grotesque and ridiculous ” which I had used in descrilv’ 
ing M. Cheron’s interpretation of the Balfour Nott 
Although these words were not used by the interprete 
in translating my speech into French (he had translates 
in their place the milder expression of “ wholly in- 
accurate ”), the actual words I had used became known, 
They were seized upon by the Press correspondents, anS 
were prominently displayed in the Paris Press next mom 
ing. This storm was apparently due to one of thosi 
differences in the precise meaning in the two language 
of words which are identical in form. But I learn 
afterwards that the reason why M. Chdron was so in- 
dignant at the use of this expression was because he wa 
habitually cartooned by his political opponents in th 
French Press in the character of a clown. 

A story is told that during a recent political crisi 
in Paris, there was a demonstration of students i 
protest against the part M. Cheron was supposed to hai 
taken in overthrowing the previous Government. Durin 
this street demonstration the students encountered 
Cheron, seized him, and compelled him to sit down i 
the middle of the street. They drew a circle round hit 
and danced around singing: “You are grotesque at 
ridiculous ! ” Only those who know M. Cheron coui 
imagine the full humour of that situation. 

During that week-end I had a visit from two of I 
Cheron’s seconds, who came to demand from me i 
explanation of my language. I had no difficulty 
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assuring them that the words in English had not the 
offensive meaning they had in French, and were a common 
Parliamentary expression. At a meeting of the principal 
delegates next morning, called for other business, there 
was a delightful exchange of courtesies between M. 
Cheron and myself which cleared up this incident and 
put everybody into good humour once more. 

That same Saturday afternoon an embarrassing episode 
occurred which might have had the effect of breaking up 
the Conference altogether. It appears that on this 
Saturday afternoon in Edinburgh Mr. MacDonald had 
had a long interview with two international bankers, who 
had impressed upon him that there was a danger that my 
opposition to the French might lead them to take re- 
taliatory action against Great Britain by withdrawing 
French francs deposited in London. 

At the end of this interview Mr. MacDonald sent the 
following open telegram addressed to “ The Treasury, 
^London.” 

“Prime Minister, Edinburgh to Treasury. 

“ Most Urgent. 

“Send to Chancellor at Hague in code immediately. 

“My information is worsening from all sides: even an ad- 
journment strikes in minds of important people an ominous note. 
I am relying upon three of you before break occurs to get into 
touch with me and perhaps we could arrange to meet before any 
action for adjournment is taken or if you prefer that one of you 

should meet me in London. 

“Prime Minister.” 

This telegram reached the Treasury at three o’clock 
on Saturday afternoon. There was no responsible official 
at the Treasury on duty at that time , and the telegram 
|fell into the hands of a young clerk who opened it. He 
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discovered that the telephone girl on duty was notj 
possession of a copy of the code, so he rang up the Britisl 
Delegation at The Hague, and he read the contents oj 
the telegram to an official of the British Delegation there 
When it became known to us that this telegram ul 
been telephoned to The Hague en clair we were staggerel: 
at the possible consequences. It was well known to mi 
that the telephone lines were being tapped, and it n-as 
highly probable that the contents of this important 
message would soon be known to all the Press corres-| 
pendents at The Hague. As a matter of fact, the news- 
papers next morning had an account of the long interview 
between the Prime Minister and the bankers in Edinburgh, 
If this message from him to me became known to the 
delegates of the other Powers it would confirm the 
widespread impression that I was simply bluffing and 
had not the support of the British Government in insisting 
upon the demands I had made. 

I immediately sent the following message to the Prime 
Minister. After quoting the terms of the telephoned 
message, I said: 

“This message was read over the telephone en clair by some 
officer in London to a junior Foreign Office official at the Dele- 
gation Office here. It looks as if a serious error of judgmeni 
has been committed in London and this I am investigating w 
once. But in the meantime I should like to know whether youi 
telegram from Edinburgh to Treasury was also sent mdmi.i 
The consequences of any leakage of this message may be disas- 
trous. So far my main task has been to convince thefoteip i 
delegations that I am not bluffing and have been speaking witbi 
the full authority of His Majesty’s Government and witbthej 
complete approval of the country at large. Yesterday there i 
seemed every indication that this lesson had at last been learnt j 
and distinct signs of cracking have been shown by bothFienci 
and Belgians. To-day, as appears in the letter which I hadj 
already written before this telephone message was received and* 
which goes by to-night’s bag, there has been a very imW 
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stiffening. The reason for this I have not so far discovered. Of 
course, the fact of this message having been sent and its tenour 
are bound to become known to other delegations, and I very 
much fear that my task of reconciling the Young Plan with British 
interests has become almost impossible. The only chance seems 
to me immediate issue by you of a statement that I have the 
fullest support both of yourself and of every member of the 
Government m the position which I have taken up and which 
I intend to maintain.’’ 

The Prime Minister responded immediately with this 
nnmunication : 

“The Financial Commission will make a most serious mistake 
and may wreck immediate prospects of a settlement unless they 
understand quite finally that the Experts’ Report requires re- 
adjustment to meet the just claims of this country. Irrespective 
of party or section the country supports the case you have made. 
Every newspaper so far as I have seen backs you. All parties in 
House of Commons stand by you. I hope most sincerely your 
colleagues on the Financial Commission will see that they have 
to face a position when the most elementary considerations of 
fair-play as between country and country compel a reconsidera- 
tion of some of the recommendations of the Report. Our action 
hitherto in promoting the settlement of Europe on a basis of 
good-will is a proof that we wish this Conference to succeed both 
on its political and financial sides, but W'^e have reached the limits 
of inequitable burden-bearing.” 

On the receipt of the Prime Minister’s communication 
got in touch with M. Jaspar, and told him that I pro- 
posed to read this at the meeting of the Financial Corn- 
emission to be held on Monday. M. Jaspar, however, 
urged that I should not do this as the patient is so 
weak that this will kill him I gathered from this 
remark that the foreign delegates were still under the 
impression that I was bluffing, and that to be suddenly 
disillusioned might give them a fatal shock. How^ever, 
I did not wait until Monday, but gave the Prime Minister’s 
message to the Press at once, and it certainly produced a 
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marked effect upon the French delegates. For some 
days previous there had been rumours among the 
Press correspondents that M . Briand had appealed to 
Mr. MacDonald to come to The Hague and take charge 
of the British Delegation, or, failing that, M. Briand was 
in favour of an adjournment of the Conference to Geneva 
in the hope that Mr. MacDonald would be more amenable, 
On Monday, however, it became clear that Mr. Mac- 
Donald’s original telegram had leaked out, and among the 
Press correspondents there was a general talk to the effect 
that a private message from the Prime Minister had bees 
received instructing the British Delegation to climb down, 
The intractable attitude of the foreign delegates during 
the whole of the following week was undoubtedly due tc 
their knov/ledge of the Prime Minister’s first telegram. 

At the end of the first week of the Conference the out , 
look was black. The French, Belgian and Italian dele- j 
gates showed no disposition to meet us on the demands ! 
I had put forward. It had been arranged that the Finan- j 
cial Commission should resume its meetings on Monday 
(i2th August) to continue the debate on Deliveries in j 
Kind. But it was realised that this was a mere pretence 
to keep the Commission in existence. In these cir- 
cumstances it was felt that if any progress was to be made 
on the matter which was holding up the Conference the 
principal delegates would have to meet privately and 
discuss the situation. At my interview with M. Jaspar on 
Saturday afternoon I suggested that the principal dele- 
gates should meet on Sunday morning to talk over matters. 
The meeting was to be strictly private, and no secretaries 
or officials, apart from the Secretary-General, should be 
present. But before this meeting took place I had 
arranged with M . Jaspar that the British, French, Belgian, 
Italian and Japanese Experts should meet informally to 
discuss how the British claims could be met. This was 
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the first real advance in the way of acknowledging the 
substance of the British claims. The Sunday morning 
uieeting, therefore, was of a perfunctory nature, the only 
incident of importance being the clearing up of the 
misunderstanding about the “ grotesque and ridiculous ” 
incident, and the exchange of courtesies between M. 
Cheron and myself. The meeting, however, was useful 
as it put everybody in a good humour and restored a 
favourable atmosphere. 

The informal meetings of the Experts began at once to 
consider in what way the demands of the British could 
be met. From that time the Financial Commission 
practically ceased to function, and all the negotiations 
were carried on privately between the principal delegates. 
The Financial Commission was adjourned indefinitely until 
the Chairman might consider it necessary to call it together. 

There were between thirty and forty delegates of the 
Minor Powers at the Conference, and scores of officials 
ind experts, and they were left with nothing to do but 
tick their heels and await the outcome of the private 

aegotiations which were going on . 

The Political Commission, of which Mr. Henderson 

was Chairman, and which was concerned wfith the ques- 
tion of the evacuation of the Rhineland, was also in a 
state of suspended animation, as the French insisted that 
this question must be held over until the decision had 

been reached on the Young Plan. 

The Committee of Experts got to work at once on th( 
Sunday afternoon. The chief British official on this 
informal Committee was Sir Frederick Leith Ross, to 
whose ability and profound knowledge of the whole 
problem, and his skill in negotiating, it is impossible for 
me to pay too high a tribute. This Committee continued 
its discussions until late on Sunday evening and through- 
but the following Monday, Tuesday and Wednesday. At 
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0 stage, however, did the representatives of the other 
Ireditor Powers make any serious offer. One cause oi 
le difficulty in coming to grips with the problem was the ; 
election of the Experts of the other Creditor Powers. j 
:'he French, Italian and Belgian representatives at this 
Committee had all been members of the Young Commits, i 
nd they seemed to regard their duty to be to maint^iE' 
le inviolability of the Young Report. Throughout the 
iree days the consultations were carried on, the repre- 
mtatives of the other Creditor Powers declined to naake 
ny concessions worth considering. Such offers as thej 
id make were simply derisory, and by Tuesday evening 
: became clear that nothing practical was going to emerge 
rom the consultations of the Committee. 

When the failure of this Committee to reach any col- 
lusion was reported to me, I got into touch with M 
aspar, and expressed my views strongly about the waj 

1 which the representatives of the other Creditor Powers 
fere treating our demands. Following upon this con- 
ersation, next morning (Wednesday, 14th August) I a 4 
ressed the following letter to M. Jaspar: 

“ Dear M. Taspar, 

“Referring to my remarks to you about the deadlock on the] 
Committee of Treasury Experts, I repeat that I must press fora' 
definite decision on the points I have submitted to the Confer- 
ence at an early date. I agree that it might be best to have a 
talk to-day among the Heads of the other Creditor Powers, and 
if they desire I will submit my proposals, which are definitive, in 
writing, but they are known to you. The time has come fon 
decision, and I expect this by Friday evening, or the session 
on Saturday will be futile. 

“ I repeat that on the matter of distribution I cannot accept 
anything less than the restitution of our share under existing 
agreements. 

“I am very anxious that we should arrive at a friendly agree*, 
ment. “ Yours sincerely, ^ 

‘‘Philip Snowden.” 
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The delegates of the other Creditor Powers acted upon 
the suggestion contained in this letter, and by midnight 
on Friday M. Jaspar handed to the Secretary-General a 
letter addressed to me covering proposals to the British 
Delegation by the other Creditor Powers. They had 
evidently been working very hard, for the memorandum 
of proposals accompanying M. Jaspar ’s letter was a lengthy 
’ document. It transpired that the other Creditor Powers 
had had some fears about the reception which would be 
given by me to these documents, and that was the reason 
why they were sent to the Secretary-General instead of 
direct to myself. It also came out that on the previous 
day M. Cheron and M. Loucheur had approached the 
' Secretary-General to sound him informally as to whether 
any proposals they put forward would be acceptable as 
a basis for discussion. This form of approach to me, 
however, was not adopted, and on enquiry from M. Jaspar 
what the actual intention of the Four Powers was, the 
Secretary- General was informed that the document must 
be regarded as non-confidential, but not to be published 
without a fresh instruction. If, however, the Memo- 
randum contained an acceptable basis for discussion, then 
further consultations could take place. 

The British Delegation met immediately to examine 
these proposals from the other Creditor Powers, and it 
was at once realised that the document was so wholly 
unsatisfactory that it could not be accepted as providing 
even a basis for discussion. After this decision of the 
British Delegation I saw M. Jaspar at four o’clock the 
same afternoon and told him that I had received his letter 
and the Statement from the other Creditor Powers, and 
I wanted to have a few words with him before I sent the 
reply which was being prepared to it. I said that I thought 
he would not be surprised to hear from me that the State- 
’ ment was quite unacceptable, and that it made no advance, 
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indeed in some respects it was less satisfactory than the 
talk between the Experts in the early part of this week, 

I wanted to speak to him quite frankly, and at the momenl 
between ourselves. I did not press him to give me i . 
categorical answer to my question, but I would like to ! 
know whether I was to regard this Statement as the last j 
word. He threw up his arms and said: “ Well, I do not ‘ 
know. It is difficult for me to say that.” To this I replied; 

“ Quite right! Your gesture is perhaps the best answer ! 
I could have. So I will not press you any more.” 

He then went on to say that I must not regard it as 
their last word, and indicated that he was not at aE 
satisfied with it, and added that if it rested with him there 
would be little difficulty in coming to an agreement. He 
was very anxious that there should be further time for 
conversations, and implied that if they were given more 
time they might go further. He also said that if it rested 
with the French he thought that they and the French 
could work together and do something more satisfactory, 
but the Italians were the difficulty. I suggested that the 
Japanese might help him, as they were in a much more 
independent position. He replied that he had already 
seen the Japanese, and that they would help. I then went 
on to say that I had put that direct question to him as to 
whether this was their last word because, if that were not 
so, I did not wish to prevent them from having furthei 
time for consideration. 

That raised the question of the meeting of the Financia 
Commission which had been fixed for next day, and I pu 
the proppsal to him that he might send out notice post 
poning the meeting until Monday. He very readily fel 
in with the suggestion. We agreed that he irdght intimat 
on the postponement notices that no date could be fixet 
for the next meeting. He left me, expressing his desk 
and intention to do all he could to bring about a settlement 
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After my interview with M. Jaspar, the British Delega- 
tion met again the same evening (Friday, i6th August) to 
approve the reply and the covering letter which was to 
accompany it. Our reply was a very lengthy document, 
extending to over two thousand words, and it is not 
necessary either to reproduce it here or even to summarise 
it, as it was in effect a restatement of the British demands. 
But the following is a copy of my covering letter : 

“Dear M. Jaspar, 

“My colleagues and I have read with much disappointment 
the Memorandum that you sent me this morning. This Memo- 
randum, so far from representing any advance towards meeting 
our point of view, merely repeats in a quite vague and tentative 
manner suggestions which our Experts discussed informally 
some days ago, and which I then rejected as quite inadequate. 
I need not go into details in this letter, but they are set out in 
the Mem^orandum which I enclose herewith, and which I reserve 
the right to publish should circumstances at any time make it 

desirable to do so . 

“If the Conference is to arrive at the successful result which 
we all hope for, it is essential that the other Creditor Govern- 
ments should make a further and more serious effort to meet our 
position. We are claiming no unfair advantages j we are simply 
asking that the rights to which we are entitled under existing 
agreements should be respected. For this purpose means must 

be found — 

{a) To restore to Great Britain (by means either of annual pay- 
ments or an equivalent capital sum) the 3^2,400,000 a year 
which she loses under the distribution proposed by the 
Experts; or more precisely £2,000,000 a year, in addition 
to the adjustment required to provide debt cover in the 

current year ; and 

(6) To assure to Great Britain a share approximating to, if not 
fully equivalent to, the British percentage of the uncon- 
ditional annuities. 

“The questions of deliveries in kind will, I hope, be found 
capable of arrangement, but it should be understood that we are 
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not prepared to abandon the financial rights to which we aj. ' 
entitled in return for any concessions on other points. 

“ Believe me, 

“Yours sincerely, 

“Philip Snowden.” 

T his letter and the accompanying Memorandum were 
handed to M. Jaspar’s secretary at midnight that day, i 
M, Jaspar had retired to bed after an exceptional^ ! 
arduous day. This brief recital of the events of one day 
will give some idea of the pressure under which the prin- 
cipal delegates were working. The Secretary-General 
and his staff and the principal officials of the respective 
Delegations were given no rest, and I often wondered 
during these days how they managed to keep going at 
such a pace. 

On the next day (Saturday, 17th August) the delegates 
of the other four Powers were in conference considering 
our letter and Memorandum, and about nine o’clock that 
evening M. Jaspar called to see me. I had asked Mr. 
Graham to be present at this interview. M. Jaspar handed 
a Memorandum containing a proposal that the “ tech- 
nicians ” attached to the interested Delegations should 
meet to determine the various allocations proposed is 
their previous Note. In view of the inadequacy of the 
offer and the failure of the previous Expert conversations, 
Mr. Graham and myself had some hesitation in accepting 
this proposal. We felt, however, that it would be un 
desirable to risk a break-down of the Conference unti 
further opportunity had been given for expert or othei 
review of the available documents. We therefore agreet 
to M. Jaspar’s proposal, on condition that there musthi 
no going back on the central points of the British claim 
and that the experts selected should not include an; 
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persons who had been members of the Young Committee; 
and, further, that this enquiry should not be made an 
excuse for further delay. M. Jaspar accepted these con- 
ditions for himself, and imdertook to consult the other 
Creditor Powers, who also agreed with them. 

Sunday (i8th August) was a comparatively quiet day. 
The weather during the whole time we were at The 
^ Hague had been remarkably fine. I took advantage 
of a brief respite to see something of the interior of 
Holland, and my wife and I took a long motor drive, 
which included a visit to the cities of Utrecht and Leyden 
We were much impressed by the appearance of prosperity 
everywhere, and with the cleanliness of the towns through 
which we passed, and the evidences of a thrifty and hard- 
working population which were to be seen. On my 
return I learnt from Sir Maurice Hankey that no further 
crisis had developed during my temporary absence from 

The Hague ! 


The situation at this time was undoubtedly very grave. 
We expected no result from the meeting of the Experts, 
and this expectation proved correct, for, after working for 
two days, they produced a Report which in no respect 
altered the situation. The Conference now had been more 
or less in existence for a fortnight, and we had to seriously 
consider the possibility of a complete break-down of the 
negotiations. I may say here that during all the diffi- 
culties which we had met with in the previous fortnight 
I never really believed that the Conference would come 
to a break-down. The French, Italians and Belgians had 
far too much to lose by the rejection of the Young Plan 
to persist to the end with their opposition to any conces- 
sions being made to the British demands. 

On the Monday morning (19th August) the British 
'Delegation met to take a review of the position and to 
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examine the possible developments. Up to that tim® 
had acted strictly in accordance with the instructions 
had received from the Cabinet before we went to nic 
Conference. We realised that within the next few 
a situation might develop which would require forthei 
consultation with the Cabinet, and to meet this possibi^ 
a full statement of the case was prepared and subim^^^' 
to the Prime Minister. We pointed out, however, that tai 
situation changed from day to day, almost from hour t( 
hour; and, therefore, we could only be prepared for any 
thing which might happen without at the moment decinnij 

definitely on a course of action. 

On that Monday evening, however, an incident hap 
pened which gave a new turn to events. Throughout al 
the negotiations which I have described, Mr. Adatci, th 
principal Japanese delegate, had acted as an intermediat] 
using his influence to try to reconcile the conflicting vievi 
On the previous Friday, just after the Note from the oth 
Creditor Powers had been received, Mr. Adatci and 
Japanese colleague asked for an interview with me. M 
Adatci explained that the Japanese Expert had collaborate 
with the Experts of the other principal Powers in drawir 
up this Note; but Mr. Adatci wished me to understai 
that, owing to the distance, it had been impossible for tl 
Japanese Delegation to consult their Government, ar 
they had informed the other Pov/ers that they mu 
reserve complete liberty of action. They intended 
keep their hands free so that they could join either tl 
one party or the other, and their object was to assist 
every possible way to concert the conflicting views of tl 
other Powers and thus secure a successful outcome of t! 
Conference. Their relations with Great Britain h: 
always been close and friendly, and they would be parti 
ularly glad if they could at any time be of service to tl 
British Delegation. They hoped that if the occasion arc 
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I would not iicsitntc to ceII upon, tlicm. I thEnkcd IVIr, 
Adatci warmly for his offer, and expressed my great 
appreciation of the motives which had inspired it. 

During the weeh^end ]\fr. Adatci had not been idle, 
and he had taken a step which turned out to be of very 
great importance and which contributed in no small 
measure to the eventual settlement of the disagreements. 

On Monday evening I received an invitation from Mr. 
Adatci to meet M. Briand and M. Loucheur the following 
day at tea in Mr. Adatci’s hotel. This friendly meeting 
took place on Tuesday, the 20th August, at 4 p.m. The 
conversation between M. Briand and myself was of a 


most gratifying character, and was carried on in a most 


friendly spirit. 

After this meeting M. Loucheur called at my hotel, 
evidently at the request of M. Briand, and he explained 
that M. Briand had been deeply impressed by the deter- 
mined manner in which I had insisted that we must have 
satisfaction as regarded the Spa percentages. Both M. 
i Briand and himself felt that it would be a tragic thing if 
the whole plan of the Conference broke down about the 
question of two millions. If the Young Plan had been 
still under discussion privately the French Government 
would have had no objection to altering the table of dis- 
tribution; but, now that it had been published, any 
change in that table, he was afraid, in view of French 
public opinion, was out of the question. They were 
prepared, however, to arrange some compensation to 
Great Britain for the loss she had suffered without altering 
the table of the Plan ; and they were trying their best to 
see what could be done in this way. France was prepared 
to guarantee to Great Britain half of the loss we complained 
of, and they would pay this either by means of an annuity 
or in a capital sum. As regarded the balance of the deficit, 
* M. Loucheur suggested that we might arrange as best we 
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could with the Italians, and he was under the impressioi 
that the Italians, if pressed, would be prepared to mat 
some contribution. 

Later, I saw M, Pirelli, the principal Italian delegat^ 
but he decHned to make a substantial advance beyond d 
oiler to co-operate in putting through a general settlei 
ment of the debts for liberation and ceded properties, and 
to allocate to us an unspecified proportion of any righte 
that Italy might obtain from Czechoslovakia under sucl 
a settlement. M. Pirelli was not a free agent in thi 
matter, and he evidently was working under strict in 
structions from Mussolini, who was opposed to Ital] 
surrendering any part of the unmerited advantages offeree 
to her under the Young Plan. 

Notwithstanding the difficulty with Italy, I felt ver 
much encouraged by the outcome of my conversatioi 
with M. Briand and M. Loucheur. I got into touch witl 
M. Jaspar, who I found was still extremely anxious for i 
settlement. He said his difficulty was that the othei 
Creditor Powers did not know what I was prepared t( 
accept; and I said that if he could induce the Italians b 
make an offer similar to that of France and Belgium wi 
could begin to talk business. My tea-table talk with M 
Briand undoubtedly did improve the relations between thi 
French Delegation and ours, and henceforth my conver 
sations with them were of a very cordial nature. 

Nothing of material importance happened during the 
next three days ; but on Thursday, the 22nd August, we 
had a meeting of the delegates of the six Powers, and il 
was decided to push on immediately and iminterrupteellj 
with conversations in regard to the British demands with 
a view to reaching a decision. These conversations re- 
sulted in a fresh offer by the other Creditor Powers, which 
was communicated to the British Delegation at midnight 
the same day. Again the offer was regarded by us as 
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inadequate. The estimate of the other Creditor Powers 
was that it would give us ,£1,430,000 annually. The 
British Delegation met at ten o’clock on Friday morning 
and agreed to my view that the offer was quite unaccept- 
able. 

M. Jaspar was®undismayed by the failure of this and 
all the previous offers to satisfy the British Delegation, 
|ind he begged that he might be given a litde more time 
b produce “ a final offer ”. So we agreed to postpone 
further meetings over the week-end. 

In view of what seemed now a strong probabihty that 
!we should come^to a break-down within a few days, acting 

bb _ 

upon our instructions from the Cabinet we telegraphed 
Ito the Prime Minister, suggesting that some of the 
members of the Cabinet might come to The Hague for a 
consultation on Sunday, the 25th August. There were 
|two courses open to us, to both of which considerable 
'abjection might be raised. The Delegation might return 
to London — ^but we felt that if we did that it would risk 
die disruption of the Conference. On the other hand, for 
the Cabinet to come to Holland would undoubtedly cause 
great excitement, and would give the other Powers the 
impression that we were weakening in our determination. 
During the week-end the other Creditor Powers were 
preparing their final offer, and it was certain that if it 
became known that the British Cabinet was meeting in 
Holland their offer would be affected adversely. 

We placed the whole position before our colleagues in 
London, and they agreed with us that it would be inad- 
visable for any of them to cross to Holland. The decision 
in the last resort was left to the Delegation. Nothing, 
however, that happened could be kept secret, and on the 
Sunday morning the Dutch newspapers came out with 
sensational stories that the British Cabinet was secretly 
mee ting in Holland. This information appears to have 
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j 

leaked out from London, for the reports in the Dutcl 
newspapers were attributed to an English source. It cairn 
to our knowledge that the Note which the other Creditoi 
Powers were preparing, and which had been finished oe 
the Saturday night, was rewritten on Sunday mornii^ 
when this sensational news about the British Cabinei 
coming to Holland became known. These Powers 
evidently assiomed that there were divisions in the BrM 
Cabinet, and that if they took a firm line they would fore 
the acceptance of their terms. This new Note was no 
delivered to us until eight o’clock on Monday morning 
and I at once called the other British Delegates and oui 
Experts into consultation. The Note was submitted to 
careful examination, and to our surprise it made no sub- 
stantial advance on the previous offer, and was in fact 
merely a repetition of it . 

At two o’clock that afternoon I sent this letter to 
M. Jaspar as the agreed reply of the British Delegation: 

“ August z6th 

“Dear Mr. Jaspar, 

“We have received your communication of the 25th August 
conveying to us the reply to my letter of the 23rd August ii 
which I asked for a definite settlement in writing of the fin^ 
proposals which the other Creditor Powers w^'ere prepared K 
make* 

“ The British Delegation have considered your Memorandum 
and they note with regret that it shows no appreciable advanci 
on your previous ofiFer and is altogether inadequate. 

“Yours sincerely, 

“Philip Snowden.” 

I heard indirectly that M. Jaspar felt some annoyanct 
at the brevity of this reply and the rapidity with whicl 
it had been dispatched after the other Powers had spent 
so much time in drafting their Memorandum. It was 
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tplained to him that the British Delegation saw no useful 
irpose in going over the same ground time after time, 
id the only long reply the British Delegation could have 
lade to this last Note would be to repeat what they had 
ready stated at great length. 

I had a considerable amount of sympathy with M, 
ispar, because I felt quite sure that the tenor of this 
st Note must have been a disappointment to him, and 
presented the failure of his eiforts to induce his col- 
agues to make some further concession. When M. 
ispar had cooled down he admitted that there was some 
istification for the tone of our reply. 

At eleven o’clock on the morning we had received this 
ist Note, Mr. Adatci called to see me. He said that he 
ssumed that I had received the Memorandum containing 
be proposals drawn up by the other Creditor Powers for 
he satisfaction of the British claims. He wished to ex- 
i lain the position of Japan in this matter. The Japanese 
lelegation had attended the discussions as an observer, 
lad they had offered their advice, but did not take part 
n signing the Memorandum and did not associate them- 
ielves with it. He had explained this to the representatives 
if the other Powers, and had obtained their consent to 
making this declaration to the British Government as a 
matter of loyalty. He further explained in order to assist 
at a settlement the Japanese Delegation had agreed to 
rebate the 7^ million reichmarks which they had 
received during the past five months of the Dawes 
Annuities. I thanked Mr. Adatci for his statement, and 
said that the Memorandum was even less satisfactory than 
the verbal proposals made last week. The other Creditor 
Powers knew quite well that an offer on these lines must 
be unacceptable, and that it was a waste of time to put 
it forward. 

^ I told hi m that I had expected that if the new proposal 
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did not satisfy our full demands it would at least represent 
a substantial advance on previous offers, which might | 
furnish the basis of a new agreement. As a fact, the] 
Memorandum actually closed the door to any agreement.) 
Mr. Adatci said that he did not regard this last Note as) 
a final offer. The other Creditor Powers were prepared) 
to make further concessions, but they wanted to kno^l 
what was the Chancellor’s minimum. I replied that if the, 
other Creditor Powers had made a substantial advance 
towards meeting our views we might have been able to i 
say what we would in the last resort take, but I could* 
make no suggestion upon the basis of an offer such as 
that contained in the Memorandum. Mr. Adatci said that 
he feared that we were very near a break-down at the 
Conference. The other Ministers were so tired that 
nothing could be done that morning. 

In the evening of the same day Mr. Adatci paid me a 
further visit. It was quite evident to me that he was 
acting as a friendly intermediary between the parties. He- 
told me that he had been informed that the French Council 
of Ministers had met that day, and had decided that the 
proposals put forward in the Memorandum of yesterday 
represented the last word so far as France was concerned. 
Public opinion in France would not allow their delegates 
to go any further. Mr. Adatci enquired whether it would 
be any use trying to get the other Powers to put up a 
proposal which would increase our share from 6o per cent, 
to 70 per cent. I did not wish to put Mr. Adatci into a 
difficult position, and to encourage other people to put 
forward such an offer in the belief that it would be 
accepted. 

I was very much encouraged by these visits from Mr, 
Adatci, because it was quite evident that the other Creditor 
Powers were prepared to make a substantial advance upon 
the proposals in the offer put forward in their latest Note, 
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Three hours after we had received this new Note, M. 
Jaspar summoned the Secretary-General and asked that 
the details of the new Note should not be published. It 
would be very disastrous if the details leaked out, and 
would make further progress at the Conference impossible. 
It was quite clear to me from this that the authors of this 
Note did not wish it to be regarded as their final offer. 
|The Secretary-General reported this request to us, and 
we agreed to the desire, without any hope that it would 
be kept. As matters turned out, two hours later the Press 
men were in possession of the contents of the Note, in- 
cluding even the figures, which they have said they derived 
from French sources. A late edition of the London 
morning newspapers of the same date, which arrived later 
ia the day, showed that the information had been ex- 
tracted by the journalists from experts who had drafted 
the Note. As a matter of fact, the Press were in possession 
of the full details of the Note twelve hours before it had 
been received by the British Delegation ! 

I got into communication with M. Jaspar at once, and 
uiid that in view of this disclosure I felt free to give the 
iubstance of the Note to the Press so that the public could 
lave it officially. M. Jaspar, still so anxious that the Note 
should not be regarded as the final offer, pressed me to 
see that any commentary upon it should not be put in 
such a way as to indicate that the Conference was about 
to break down. 

After the receipt on Monday (26th August) of this 
unsatisfactory Note from the other Creditor Powers, the 
deadlock appeared to be complete. The Conference had 
now been sitting for three weeks. For nearly a fortnight 
there had been no meetings of the full Conference. The 
private negotiations between the principal delegates had, 
so far, resulted in no offer from the Latin Powers which 
the British Delegation could regard as in the least satis- 
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factory. They themselves admitted that their offer did 
not represent more than 6o per cent, of the British share 
of the Aimuities of which we were being deprived by the 
proposals of the Young Report. 

Substantial progress, it is true, had been made on the 
political side, and an agreement was almost complete 
provided a settlement could be reached of our fmancidi 
claims. The matters of Deliveries in Kind, which had 
been in the very able hands of Mr. Graham, had also 
made some progress, though our requirements had not 
been completely met. In these circumstances the British 
Delegation at an early meeting on Tuesday (27th August) 
decided to ask M. Jaspar to summon the heads of the 
six principal Powers at three o’clock that afternoon, and 
to arrange for a meeting of the Plenary Conference on the 
following morning at ten o’clock. When this message was 
delivered to M. Jaspar we learnt that the French, Belgian 
and Italian Delegations had just made a similar request 
to him. 


This meeting, which marked the turning-point in the 1 
fortunes of the Conference, assembled in a Committee 

Room of the First Chamber of the States- General at five 
o’clock. 


It had been reported from Rotterdam that the French 
Delegation had booked the whole of the sleeping accom- 
modation in the Paris Express for that evening. 

M. Briand, up to this time, had taken no part in the 
conversations at previous meetings of the heads of the 
Delegations and of the proceedings in the Financial 


At the 
of the 


and the Plenary Sessions of the Conference, 
ing of this meeting he became the spokesman 
i Powers, and rather cleverly tried to put the 


responsibility for the failure to come to an agreement | 
upon the British Delegation. He spoke of the grave 
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political consequences which were at stake, and asked us 
to soar above the consideration of paltry figures! The 
difference was so small — not worth the break-up of the 

Conference! 

My reply to this argument was obvious. The dead- 
lock was due to the fact that the other Creditor Powers 
syere determined to grasp an advantage at the expense of 
Great Britain, and if, as M. Briand asserted, the difference 
between the other Creditor Powers and Great Britain on 
this matter was so paltry, the matter could be settled at 
once if the other Creditor Powers would concede the just 
demands of Great Britain. 

M. Briand, I said, complained that we had never stated 
the minimum sum that we were prepared to accept. I 
pointed out that we were justly entitled to the full sum 
of which we were being deprived, and it was for the others 
to say how much of that demand they were prepared to 
concede. The efforts they had made up to the present 
time, amounting to not more than 6o per cent, of our 
fjust claim, did not provide a basis for bargaining. M. 
Briand had repeatedly admitted the justice of our case, 
and he had said that if the other Creditor Powers could 
make a concession to us without altering the Young Plan 
he would have been willing to do so. It was for them to 
state their maximum offer, and if that approached to any 
minimum which the British Delegation might have in 
mind they would examine it and see whether the gap 
*coiild be bridged. Mr. Henderson strongly supported the 
position, we were holding, and complained that we could 
not get the other Creditor Powers to state definitely 
whether their offer of 6o per cent, was the final offer they 
could make. 

The room was insufferably hot, and it was suggested 
that we mi ght adjourn for ten minutes to “ air the room ”. 
fAs it turned out, however, the ten minutes were spun out 
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to five hours. During this ten minutes’ interval tlit 
British Delegation remained in the Conference Chamber, I 
and the other Creditor Powers went into another room. 
The other parties used this short interval to get their heads 
together. 

Within five minutes M. Jaspar returned to our room to 
say that his friends had been talking the matter over and 
they were only prepared to advance 6o per cent. But he 
had declined to return to the British Delegation without 
offering 70 per cent., which he had achieved. I rejected 
this offer, and told M. Jaspar that he had done remarkably 
well in securing an advance of 10 per cent, in five minutes, 
but I should require him to make an advance upon this. 

While these consultations were going on in the othei 
room we were discussing amongst ourselves whether we 
could help matters by making a definite offer of what we 
would be prepared to accept. I put down on a half-sheet 
of note-paper five points constituting our minimum 
demands. They were: 

(1) Their offer of £1,400,000 to be raised to £2,000,000. 

(2) Some further concession on the non-conditional annuities. 

(3) Coal orders from Italy 1,500,000 tons as a minimum. 

(4) International Bank to be situated in London . 

(5) Existing concessions to be confirmed. 

I handed this Note to M. Jaspar, who went away to submit 
it to his friends. He returned in half an hour with the 
following counter-offer : 

(1) They were prepared to offer £1,750,000. 

(2) They found a difficulty in granting this owing to the position 

of the Smaller Powers. 

(3) Italy had been persuaded to increase the coal orders to 

700,000 tons. 

(4) They were not willing to discuss the Bank. 

(5) Accepted. 
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This proposal was not acceptable to us, and M. Jaspar 
withdrew to see if he could gain any further concessions. 

I congratulated him upon the progress he was making, 
and pointed out that in half an hour he had made very 
considerable advance. At the same rate he would come 
ap to our minimum demands before midnight. 

He returned in a quarter of an hour with a further 
advance of £50,000. “ You are doing first-rate, M. 

Jaspar,” I said; “ be not weary in well-doing.” During 
the next two or three hours he passed to and fro between 
the two rooms, each time bringing some small advance. 
Before midnight he had come to within £240,000 of the 
British claim. M. Jaspar was in despair. He said: 
“ What do you say when a horse will not run for your 
Derby? ” “ You mean ‘ scratched “ Yes ”, he said, 

! “ I am ‘ scratched ’. I cannot do more. You have 
emptied our pockets.” “ Go through your pockets again,” 
I said, very kindly, “lam sure you will find enough left 
to cover what remains between us.” “ You told me you 
had a very kind heart,” he said. “ You are a bit too hard. 
I have never met a man like you before. You are a new 
type.” I assured him it was out of the kindness of my 
heart that I wished him to continue his efforts, for I 
wanted him to have the satisfaction of having saved the 
Conference. Then someone had a brain-wave! A 


hitherto undiscovered means of giving us the sum we 
needed was found, and at midnight our demands were 
accepted and the Conference was saved 1 


All this time from noon of the previous day no delegate 
had had a meal. It was an intolerably hot evening. 
Swarms of midges and mosquitoes covered the table of 
the Committee Room. In the interval between M. 
Jaspar ’s wanderings from one Committee Room to the 
I other I spent my time murdering hordes of these insects 
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as they settled on the table. The delegates were 
famished. At last some Good Samaritan produced i 
few dry rolls and some musty cheese, and our lives were 
saved. 

The Germans, who had taken no part in these con- 
versations , were summoned . There was a long wait before 
they arrived, and when they did Dr. Stresemaim was not 
with them, as the doctor had refused to allow him to leate 
his bed. For certain parts of the agreement the consent 
of the German Delegation was necessary. The heads of 
the agreement at which we had arrived were explained to 
them so far as they affected them. 

At two o’clock in the morning this long and momentous 
meeting ended. When we went outside we found the 
square of the_ Binnenhof crowded with journalists who 
had been waiting all these hours, and who had enlivened 
the time by making bonfires of copies of the Young Report! 
The news of the agreement had already been communi- 
cated to them, and they were the first to offer their con- 
gratulations to the British Delegation. 

I got back to our hotel about three o’clock in the 
morning, where I found my wife in a state of greal 
anxiety about the outcome of this protracted meeting 
She was greatly relieved at the good news I had to tel 
her. She had suffered, like all of us, from the strain ol 
the last four weeks, and was happy that our efforts hac 
at last been crowned with success. Throughout all this 
time she had been an inspiration and a consoler. Nc 
matter how black things might seem, she had a word o 
hope. She had never despaired of success when succes: 
seemed farthest away. Her quiet confidence was an en 
couragement to us all. Nor was this the only help shi 
gave. She had attended throughout to an enormon 
mass of personal correspondence, and when I returned t( 
the hotel tired in the early mornings after a day of con 
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ference she was there waiting for me to see that food and 
rest were immediately provided. 


Three years later the Young Plan, like its numerous 
predecessors, was found to be unworkable, and is no 
longer being operated. It may be of historic interest to 
explain what our four weeks’ strenuous struggle at The 
Hague for British rights gained for the time being. 

We claimed an addition to our Annuity of ,{^2,400,000 
1 year, a fairer share of the Unconditional Annuities, and 
some improvement in regard to the Deliveries in Kind. 
The agreement reached on the first of these three claims 
gave us an increase in our guaranteed Annuities of 
£2,000,000 a year for thirty-seven years. This payment 
was to be guaranteed to the extent of £990,000 by the 
French and Belgian Governments, and £450,000 by Italy. 
We received at once a lump sum of £5,000,000— the 
equivalent of an additional Annuity of £360,000 a year. 
In addition, by a rearrangement of the dates on which 
the debt payments were to be made to us, we gained an 
additional sum of £200,000 a year. Of these sums 90 per 
cent, were guaranteed, and were therefore placed in the 
icategory of Unconditional Annuities. This addition may 
[be regarded as a full compensation for that small sacrifice 
fwe made from the total of our original amounts. With 
^regard to the second point, we obtained a larger percentage 
of the Unconditional Annuities. On the third claim, 
namely. Delivery in Kind, we secured a very substantial 
advance. These three matters constituted our gains in 


what I might call the financial and commercial sphere. 

The British Delegation were equally successful on the 
political side, the credit for which is wholly due to Mr. 
Henderson. An agreement was reached between France, 
Belgium and Great Britain on the one hand, and Germany 
on the other, by which the complete evacuation of the 
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Rhineland was to be effected. The withdrawal of the’ 
British troops began at once, and our evacuation m 
completed before Christmas. 

The next three days were spent in winding up for the 
time being the work of the Conference. We had so® 
trouble with the Germans, who offered a strong resistance 
to the proposal that they should be asked to abandon a' 
claim to the surplus of the last five months of the Dawes 
Plan, and to the proposals in regard to the Unconditional! 
Annuities, unless the question of the cost of the Armies 
of Occupation was settled simultaneously. They had, of 
course, no claim whatever in a share of the surplus of the 
Dawes Loan. They proved to be extremely stubborn, ani 
it was not until we had discussed these matters with 
them the whole of the following day that we succeeded 
in coming to an agreement with them. 

In the course of a conversation I had -with the German 
Ministers, I was astounded to learn that they had been 
given to understand by representatives of the Creditoi 
Powers that the British delegates desired Germany tc 
undertake additional obligations in order to assist ii 
making good the British losses under the Young Plan 
There was, of course, no foundation for this suggestion 
I had made it clear from the outset that Great Britaii 
would not accept any concessions to her just claims at tb 
expense of Germany or of the Smaller Powers. I wrot 
to M. Jaspar on this matter, and he replied : 

“ It is necessary to lay special emphasis on the fact tha 
contrary to what you have apparently understood, the Germ 
Delegation have never been given to understand that you desin 
Germany to undertake additional obligations, nor to assist! 
making good the losses imposed upon you by the Young Plan 

After the final agreement had been reached the Britis 
delegates voluntarily sacrificed some share of the Ui 
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conditional Annuities to which we were entitled in order 
that they might be divided amongst the Smaller Powers, 
aad this consideration won for us their ardent gratitude 

and respect. 

It was necessary to hasten the conclusion of the Con- 
ference, as some of the delegates had to go to Geneva for 
'the meetings of the League of Nations Assembly. During 
these three hectic days the officials attached to the delega- 
tions worked day and night in order to prepare the 
Protocol embodying the Resolutions of the Conference 
and the preliminary schemes for putting the Young Plan 
into operation from the ist September. The work of the 
Conference at this stage would have broken down alto- 
gether if it had not been for the energy and skill of Sir 
Maurice Hankey, the Secretar}'- General, who, I believe, 
aever went to bed for two nights. The French half of 
the Secretariat- General was quite unable to do this part 
of the work, and the result was that the Resolutions of 
the Conference were laid on the Table in the English 
language only. This led to a certain amount of suspicion 
and increased the prevailing irritation. 

On Saturday morning (3 1 st August) the Financial Com- 
mission met and passed the final Protocol, and the Plenary 
Meeting followed an hour later. There was no time for 
an open public ceremony in the presence of the Press 
and the Diplomatic Corps, nor for long and eloquent 
speeches which might have been expected on such an 
Iristoric occasion. A few words of mutual congratulation 
and satisfaction were offered, and on my motion a warm 
vote of thanks was accorded to M . J aspar , who had carried 
out the arduous duties of President with such conspicuous 
tact and success. This day happened to be the birthday 
of the Queen of the Netherlands, and as the delegates 
passed from the Conference Hall into the stately square 
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of the Binnenhof a band played the well-known hyiMi 
“ Now thank we all our God, ...” 

i 

It had been frequently asserted in the foreign Press j 
that the British Delegation were fighting only for some; 
sordid material gain. It is quite true that we werej 
demanding our just right in the matter of the distributios' 
of Reparations, but behind our insistence upon that right 
there was a much more important principle involved . Our 
resistance to the call upon Great Britain to make further 
sacrifices was an indication that we had reached the limit 
of our quixotic generosity, and that we should not allow 
Great Britain any longer to be regarded as the “ milch 
cow of Europe ”, And still beyond that, and of greater 
importance, was our assertion of our international rights 
and of our determination that international agreements 
should be respected. I am convinced that our stand made 
a profound impression upon our future relations witl 
other European countries. The rights and the influencel 
of Great Britain in international diplomacy had been re- 
asserted. V/e had won the respect of the nations with 
whom we had been in acute controversy during these four 
momentous weeks. 

Throughout the Conference the personal relations 
between the British Delegation and those of the other 
Powers had been of a friendly character, which was a 
striking contrast to the bitterness of the personal attacks 
which were made upon me in the French Press. These 
criticisms were more amusing than irritating. One of the 
mildest caricatures of myself which appeared in the 
French Press was one which represented me as the re- 
incarnation of the men who had burned Joan of Arc, 
beheaded Mary Queen of Scots, and banished Napoleon! 
. I am sure that Yorkshire had to bear a measure of the 
unpopularity which my determined and stubborn attitude 
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inspired in the French Press and among the French people. 
When the Dutch pressmen interviewed my wife to ask 
her what she thought about these French attacks upon 
her husband, she quietly remarked; “ He is a Yorkshire- 
man, and they do not understand the Yorkshire character.” 
M. Cheron shared M. Jaspar’s opinion that I was a new 
type of diplomatist. M. Cheron was asked from what 
‘part of England he would like the British delegate to 
come whom he might meet in a future international 
conference. He replied; Show me a map of England , 
and when this was done he said ; Where is Yorkshire ? 

It was pointed out to him, and then he said, pointing to 
Land’s End ; “I would like him to come from there.” 


M. Jaspar remarked at a meeting in Belgium of the 
British Chamber of Commerce some months later ; 


“At The Hague recently I had some valuable lessons in 
English which have given me an irresistible desire to visit 
Yorkshire. I have learnt how an Englishman defends the 
interests of his country; I have learnt what it is to be firm, 
vigorous and expressive. 

Before leaving for Geneva, M. Briand sent my wife a 
beautiful bouquet of orchids, accompanied by a large 
photograph of himself inscribed “ With expressions of 

admiration and good wishes.” 

A few days later I received a very warm letter from Mr. 
Adatci, who had been so useful as a conciliator. He said: 


“When on Saturday, August 31st, The Hague Conference 
adjourned its work, I was obliged to go to the station to take the 
first train which would bring me direct to Geneva. It was this 
special circumstance which absolutely prevented me from realis- 
ing my great desire ; I wish to express to Your Excellency all 
my admiration, as well as my affection for you personally as well 
as for the attitude you so courageously took up in regard to 
Great Britain and the cause of justice and equity. 

“I wish to add that, thanks to the confidence you showed in 
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me, I was able to contribute in some small measure to the success ! 
of the Conference. i 

''When in Geneva I saw in the papers what an enthusiastic i 
welcome you received in London, I leapt for joy at the though 
that the heart of the British people was indeed beating in unison 
with yours. To-day the whole world understands completeh 
the attitude you took up for England/' 

It was a great surprise to me that our stand made such 
an impression on world opinion. We were supported 
with enthusiasm by practically the whole of the Britisli 
Press and British public opinion. I was given to under- 
stand later that the proceedings of the Conference were 
followed in England with the interest and excitement of * 
a Test Match. Telegrams and cables of encouragement 
from all parts of the world came to us hourly. When the 
agreement had been reached we were overwhelmed with 
messages of congratulation upon the outcome of our stand 
for British interests. The Lord Mayor of London tele- 
graphed as follows : 

“Hearty congratulations of the Citizens of London on the 
success of your splendid efforts at The Hague. 

“ Lord Mayor.” 

Three months later the Freedom of the City of London 
was conferred upon me “ for my courageous stand for the 
interests of Great Britain.” 

I gathered from the British Press that preparations were 
being made to give the British Delegation a great reception 
on their return to London. This prospect inspired me 
with more terror than all the foreign delegates I had had 
to fight during these four weeks. Mr. Henderson had 
gone direct from The Hague to Geneva, and Mr. Graham 
and myself and our officials decided to return by the mid- 
night boat from The Hook of Holland which would land 
us at Liverpool Street at 8.30 on Sunday morning. I 
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tiiought that this early hour on a Sunday would enable 
us to avoid a too tumultuous reception. However, when 
te arrived at Liverpool Street there was a great crowd of 
ejithusiastic people. According to the Press it was the 
greatest welcome that had been given to British statesmen 
returning from an international conference since Disraeli 
brought back “ Peace with Honour ” from Berlin fifty 
pars before. 

Wlien I reacfe ^D owning Street I found the following 
much appreciated message from the King : 

“Oa your return home after three strenuous weeks at The 
Hague Conference I warmly congratulate you on an achieve- 
meat which has earned for you the gratitude and admiration of 
four fellow-countrymen. I hope you may now have some rest, 
and I look forward to seeing you before long. 

“George R. I.” 

When we sat down in the quiet of my room in 
Downing Street, my Parliamentary Secretary said to me: 
“Well, what do you think about it all.” I replied: 

1 These things do not moveime. I have seen too much 

« 

of the fickleness of public opinion. One day the public 
pt a halo round your head, and the next day they press 

a crown of thorns upon your brow. Ten years ago I wus 

^ 

tomed oiit of Parliament because I could not take the 
fopular side upon the War, and you were in prison for 
iesanie reason.” The only thing that had touched me 
oa this journey was the sight of that crowd of boys and 
ipls assembled near the line as the train came along from 
Harwich shouting and waving their little Union- Jacks. 

Three days after our return we had the honour of an 
ivitation from the King to visit Their Majesties at 
Sandringham. This was a very pleasant experience, and 
|e honour of being admitted for twenty-four hours into 
jhe simple and beautiful home life of Their Majesties is a ■ 
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very happy memory . The story of the happenings of Thl 
Hague were delightfully interspersed with visits to vario® j 
parts of the Sandringham estates, where we had witness! 
of the friendly relations between the tenants and theiij 
Royal landlord. The King presented me with a readii^- 
table, and the Queen gave to my wife an afternoon tea- 
table which had been made in the royal workshop on thj 
estate. These are gifts which we shall always treasure. 

Shortly after our return from The Hague my wife andj 
I paid a visit to Lord Balfour, who at that time was lying 
ill and living with his brother at Woking. Lord Balfour 
was anxious to hear my account of the proceedings at 
The Hague. He was in bed, but showed no signs of i- 
ness. His intellect was as clear as ever, and his conversa- 
tion had lost nothing of its great charm. He was par- 
ticularly pleased to have my impressions of the foreign 
delegates, many of whom he had met at former iater- 
national conferences. It gave him real joy to hear oi 
the enquiries they had made about him, and their wisk 
that I should give to him their warmest regards. 1 
shall always remember with much pleasure our las 
conversation with this great statesman. 
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CHAPTER LXIV 

The Second Hague Conference 

A NUMBER of important matters had been left over from 
the August Conference at The Hague, and these were 
remitted to various Committees, who were instructed to 
iraw up detailed recommendations for the later considera- 
ion by the Governments represented at the Conference . 
These Committees, which consisted of legal, financial and 
political experts, got to work at once, and they all com- 
pleted their reports by the middle of December. It had 
been left to M. Jaspar, after consultation with the six 
principal Powers, to call another Conference at The 
Hague to give effect to the recommendations of the Com- 
'mittees in so far as the Governments might consider 

desirable. 

The Second Hague Conference assembled on the 3rd 
January 1930, and its deliberations occupied a little over 
a fortnight. The British delegates to this Conference 
were Mr. Graham and myself. Mr. Henderson con- 
sidered that it was not necessary for him to attend the 
Conference. M. Jaspar again acted as President. There 
lipas a change in the membership of both the French and 
German Delegations. In the interval there had been one 
jof the periodic changes in the French Government, and 
iM. Tardieu had become Prime Minister. M. Briand 

I-' 

t remained a member of the Government, holding the 
office of Foreign Secretary. Dr. Stresemann had died 
since the previous Conference, and the principal German 
Relegates were now Dr, Curtius and Herr Moldenhauer. 
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[ had not before met M. Tardieu, and I was very 
ich interested in his personality. He struck me as a 
in of great ability, of forceful character, and an able 
Dlomatist. I have since met a number of the leading 
ench politicians, and I should put M. Tardieu above 
those I met in ability, in shrewdness and in tenacity 
purpose. M. Briand took no part in the deliberations 
this Conference . He was clearly in a serious state i 
alth. All his old fire and vigour had gone. He sa 
the Conference table smoking innumerable cigarette 
len he was not asleep. M. Tardieu called upon m 
fore the Conference assembled, and we had a friendly] 
d interesting conversation on the matters which were 
be considered by the Conference. He was extremely 
xious that we should work in cordial co-operation. No 
itters were likely to arise at this Conference on which 
e French and British Delegations would be in serious 
nflict. After this meeting with M. Tardieu, he gave 
interview to the French Press in which he said; 
After my talk with Mr. Snowden I see no real obstacle 
fore the Conference. I was much impressed with Mr, 
loWden. I always like a man who can say ‘ Yes ’ oi 
'Jo V’ 

My old friend .M. Charon was still French Finana 
inister and a member of the French Delegation. Dr 
artius, the principal German delegate, had been thi 
sciple of Dr. Stresemann, and was trying to carr] 
rward Dr. Stresemann’s foreign policy. 

1 need not describe the proceedings of this Conferenc 
any detail or at any length. It was mainly concerne 
th three matters, namely, the arrangements for puttii 

2 Young Report into operation, the establishment « 
5 Bank of International Settlements, and the questioi 

non- German Reparations. The most troublesoo 
itter arising out of the application of the Young Repoi 
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• « 

ras that of Sanctions. The French were anxious to 
acorporate in the Young Plan provisions by which 
Sanctions of the nature of the military occupation of 
lermany might be imposed in the case of a wilful default 
a the payment of the Annuities by Germany, We 
iventually reached an agreement under which the Creditor 
’owers should have the right to appeal to the World 
]ourt to decide whether any suspension of payments by 
Germany could be regarded as a case of wilful default. 
k quite imfounded report was given prominence in the 
French Press to the effect that I was supporting the 
French demand for Sanctions . 

At the first Plenary Meeting of the Conference, to which 
the public were admitted, an amusing incident happened. 

A flash-light photograph was taken of the delegates, and 
the explosion was so loud that Mr. Graham, who had his 
back to the photographer and was not expecting it, 
jumped out of his seat, evoking laughter among the 

delegates and spectators alike. 

The German delegates in the earlier days of the 
Conference proved rather stubborn, and were very 
dilatory in coming to decisions. For some days we had 
been waiting for their replies to two definite proposals, 
namely (i) the date on which Germany would make her 
monthly payments, and (2) the moratorium which would 
be granted if at any time Germany is unable to pay in 
full the Conditional part of her Reparation payments. 
We had been waiting days for the German replies to 
these simple questions, and no reply was forthcoming. 
In consequence of this delay it was necessary to take a 
firm line with them, and they were told that we had met 
for business purposes and not to waste time in pro- 
crastinating tactics. The German Finance Minister, Herr 
Moldenhauer, whose long and prosy speeches were ex- 
’ asperating, attempted to prove that the delay was not due 
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to the German Delegation. He spoke at such length thai 
1 was obliged to interrupt him, and I said : 

“ This discussion has gone on too long, and has led to no result, 
The German delegates do not reply clearly to the questiom 
put to them, and are incessantly asking for time to consult 
Berlin. This is intolerable. I cannot sit at The Hague for the 
rest of my life. The German delegates are plenipotentiaries,! 
that is to say, that they have the power and obligation to mahe 
decisions without having to consult the German Cabinet about 
every little matter. If we cannot come to an agreem-ent there is 
nothing for us to do but to embody the decisions of the Creditor 
Powers in the Protocol. The Germans should accept them ot 
reject them. If Germany prefers to remain under the Datws , 
Plan we are willing to fall in with her wishes.” 

The statement had an immediate effect. Dr. Curtius, 
the German Foreign Minister, promised that the German 
proposals should be submitted in writing in two hours, 
and even indicated their nature. He kept his promise. 
That afternoon the creditor delegates met to discuss the 
proposals, and at five o’clock the Germans joined them. 

At this meeting it was the turn of M. Tardieu to speak 
plainly. He demanded to know if it was not possible for 
the German Government to decide its own policy without 
asking Dr. Schacht. The German delegates saw that 
further procrastination would not be tolerated, and private 
conversations soon brought an understanding. 

Dr. Schacht had evidently been terrorising the Germar 
Delegation, and shortly after the incident just describee 
he turned up at The Hague, and threw what was described 
as a bombshell, but w'hich turned out to be a damp squib, 
into the Conference. Dr. Schacht is a man of unbounded 
ambition, and on this occasion he set himself up as a 
dictator of the Conference. I have seen a good deal of; 
Dr. Schacht, and I have come to the conclusion that his! 
ability is not coirimensurate with his ambition. A meeting 
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of the Organising Committee of the Bank of International 
Settlement was being held simultaneously at The Hague. 
Dr. Schacht had sent a letter to this Committee saying 
that he was not prepared to give the co-operation of the 
Reichbank in setting up the International Bank except 


upon conditions which he laid down. These conditions 
were of a purely political character, such as the abandon- 
ment by the British of the sequestration of German 
property and the renunciation by France of all military 
and political Sanctions. 

This letter was sent by the Conmiittee of Bankers to 


M. Jaspar, who at once communicated it to the heads of 
I the Delegations. We discussed the letter, and invited 
The German Delegation to join us. The discussion took 
place on the whole situation, and the principal delegates, 
iacluding the Germans, were unanimous in agreement 
that they would not tolerate any political interference on 
[the part of Dr. Schacht. We also decided unanimously 
that we should proceed with the work of the Conference 
exactly as if no communication from Dr. Schacht had 
beea received. It appeared to us that the German 


Delegation welcomed this interference by Dr. Schacht, 
because it gave them the opportunity of throwing off his 
domination, which had evidently become intolerable. The 
German Delegation announced that they were making 
arrangements for a group of German banks to take the 
place of the Reichbank and to provide the Germans’ share 
nf the capital required for setting up the International 
Bank. Dr. Curtius informed us that the friction between 
the Reichbank and the German Government would be 
attended to later. After this humiliation Dr. Schacht 
quietly left The Hague and returned to Berlin — a sadder 

but probably not a wiser man. 

There were few other incidents in the Conference 
which need to be mentioned. A very important achieve- 
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ment of the Conference was the settlement of the question 
of Eastern Europe Reparations. For ten years this 
problem had been found to be insoluble. Committees 
of the League of Nations Assembly have dealt with the 
matter at every annual session, but have never been able 
to make any progress towards a solution. When we had 
cleared away the outstanding matters connected with 
German Reparations, I turned my attention to the 
Committee which was considering this question. This 
Committee at the end of a fortnight had made no progress. 

I was under the disagreeable necessity of again saying a 
few strong words about this procrastination. I told the 
Committee that I could see only one of two courses to 
adopt — either to adjourn the question to the Judgmen 
Day, or to lock up the members of the Committee in a ; 
room without food or drink until they could come to an ! 
agreement ! The threat of the latter course had the 
desired effect. The Committee had an all-night sitting, 
and at the end of it produced an agreement. 

These agreements were too complicated to be explained 
here, but it may be said briefly that Austria was relieved 
of the payment of all Reparations ; a reduction was made 
in the case of Bulgaria, whose Reparations were fixed at 
a very modest figure ; and funds were created under the , 
guarantee of the Great Powers to deal with the question 
of sequestrated properties in the Eastern European ! 
countries. A report had appeared in some English 
newspapers to the effect that I had demanded from, 
Hungary a larger contribution than she was disposed to ] 
pay. There was no truth at all in the statement. On the] 

■ i 

contrary I expressed to Count Bethlen my sympathy! 
with Hungary, and declared that I should be no party! 
to imposing upon her any burden which she regarded asj 
being beyond her powers. Count Bethlen and DrJ 
Schieber, the Austrian Chancellor, expressed warm appre-, 
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iation of my sympathy and help in. these matters. At 
he end of the Conference the heads of every Delegation 
ame to me personally to express their gratitude for the 
assistance I had given to them. 


The Final Session of this Conference was held on the 
20th January 1930. It was open to the public, and the 
galleries were crowded. The Secretariat and the officials 
and jurists had been working continuously for thirty hours 
to get the necessary documents completed for signature. 
There were twenty-six documents to which signatures 
had to be appended . The signature to the first document 
was appended by M. Jaspar, the President, who used the 
gold fountain-pen which had been presented to him by 
the delegates at the August Conference. The delegates 
were seated around a circular table, and the documents 
were passed from one to another by Sir Maurice Hankey. 
This proceeding lasted for forty minutes. When all the 
documents had been signed, M. Jaspar announced the 
dispatch of a message of respectful thanks to the Queen 
of the Netherlands, and called upon me to speak on 

behalf of the assembled delegates. 

1 expressed the satisfaction we all felt at the conclusion 
of our labours, and thought we might modestly claim that 
we had achieved the task which we set out to accomplish. 

I paid a tribute to the great services rendered by M. 
Jaspar, and referred to the tact and good-humour with 
which he presided over the meetings. M. Jaspar added 
a few appropriate words in closing the Conference, and 
the delegates left to the strains of a military band. There 
was a great crowd outside the Conference Hall who gave 
ns an enthusiastic send-off. 

With the experience of the failure of all previous efforts 
to settle the question of Reparations, few of us entertained 
the hope that the decisions at w^hieh The Hague Con- 
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ference had arrived would provide a lasting settlement 
of this problem. This turned out to be the case. The 
economic collapse of the world two years later necessitated 
the calling of still another international Conference on 
the related questions of Reparations and the payment 
of War Debts. At this Conference the payment ol 
Reparations by Germany and the payment of War Debts 
to Great Britain were suspended in the expectation; 
that America would relieve Great Britain from her 
payment of debt to America. At the time of writing that 
question remains unsettled. 

^"hThe long story of Reparations and War Debts teaches 
the eternal truth, which I have previously stated, that 
efforts to exact such payments can only ultimately result 
in failure, and so far as they are paid they inflict injury 
both upon those who pay and those who receive. 



CHAPTER LXV 


The Bank Rate and Financial Policy 

The Anaual Conference of the Labour Party was heid at 
Brighton at the beginning of October 1929. The practice 
had been adopted of devoting the morning session each 
day to a speech from a Cabinet Minister, who dealt with 
the work of the Department for which he was responsible. 

I went down to the Conference one morning to expound 
the financial policy of the Government. The day before 
I spoke there had been a discussion in the Conference 
oa the subject of the Bank Rate, which had just been 
raised to the high figure of per cent. In view of this 
discussion, I thought it might be well to give the Confer- 
ence an exposition of the nature and the effect of the Bank 
Rate. Apart from the thousand delegates on the floor, 
the public galleries were crowded with an expectant 
audience . I had just returned from the Hague Conference . 

I expected that my speech would be so dr}'’ that I 
should lull the delegates to sleep before I concluded. On 
the contrary, although I spoke for an hour on this highly 
technical subject, the attention of the delegates was 
riveted throughout the whole speech. It was a great 
tribute to the intelligence of the delegates. It was the 
first time that most of them had ever heard a aiscourse 

; on the subject. 

It was rather remarkable that such a question as a 
rise in the Bank Rate should have excited a widespread 
interest and comment. I am sure that ten years before 

the question would have attracted little public interest 
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the calling of still another international Conference on 
the related questions of Reparations and the paymett 
of War Debts. At this Conference the payment ol 
Reparations by Germany and the payment of War Debts* 
to Great Britain were suspended in the expectatioj, 
that America would relieve Great Britain from her 
payment of debt to America . At the time of writing that 
question remains unsettled. 

^t;The long story of Reparations and War Debts teaches 
the eternal truth, which I have previously stated, that 
efforts to exact such payments can only ultimately result 
in failure, and so far as they are paid they inflict injury 
both upon those who pay and those who receive. 




CHAPTER LXV 

The Bank Rate and Financial Policy 

The Annual Conference of the Labour Party was held at 
Brighton at the beginning of October 1929. The practice 
had been adopted of devoting the morning session each 
day to a speech from a Cabinet Minister, who dealt with 
the work of the Department for which he was responsible. 

I went down to the Conference one morning to expound 
the fina nf.ia1 policy of the Government. The day before 
I spoke there had been a discussion in the Conference 
on the subject of the Bank Rate, which had just been 
raised to the high figure of 6 ^ per cent. In view of this 
discussion, I thought it might be well to give the Confer- 
ence an exposition of the nature and the effect of the Bank 
Rate. Apart from the thousand delegates on the floor, 
the public galleries were crowded with an expectant 
audience. I had just returned from the Hague Conference. 

I expected that my speech would be so dry that I 
should lull the delegates to sleep before I concluded. On 
the contrary, although I spoke for an hour on this highly 
technical subject, the attention of the delegates was 
riveted throughout the whole speech. It was a great 
tribute to the intelligence of the delegates. It was the 
first time that most of them had ever heard a discourse 

on the subject. 

It was rather remarkable that such a question as a 
rise in the Bank Rate should have excited a widespread 
interest and comment. I am sure that ten years before 
the question would have attracted little public interest 
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outside a very limited section. The intelligent men 
the Labour Party were now beginning to realise 
influence of monetary policy on trade conditions, aflOi 
consequently, on the welfare of the workers. A go®*- 
deal of study was now being given to this subject pi 
students in the Labour Party, and some irrational theone 
were attracting a certain amount of support. The Ban 
of England was coming in for a good deal of imdeser^® 
criticism. 

I explained the relations between the Treasury an 
the Bank of England. They are necessarily very clo! 
relations. The Bank of England is the Government 
Banker. It conducts colossal financial operations on beh£ 
of the Treasury. It has to place upon the market eve 
week something like ^40,000,000 of Treasury Bills, 
has to conduct Conversion operations on behalf of t 
Government. These operations necessarily involve co 
siderable co-operation between the Bank and the Treasu: 
But in regard to the Bank Rate, the Treasury has 
more control than any private individual. Nobody lil 
a high Bank Rate, but in this rather imperfect world 
are sometimes compelled to submit to things we do 1 
like — afraid if we do not the consequences will be s 
more disagreeable. The Treasury can express to 
Bank of England its own views upon the Bank Rate, 
the responsibility must rest with the Court of the Banl 

I took the precaution to warn my hearers that 
description I was giving of the working of the system 
not necessarily mean agreement. There was a case 
investigation into the existing financial and mone 
pohcy. At the time I was speaking the financial eras! 
the United States, after the rmparalleled boom acc 
panied by widespread reckless speculation, had 
occurred, and I said that there must be something 
needs attention when an orgy of speculation three thous 
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can result in suffering and privation to our 


0 


Jew of these facts, I announced that I had come to 
a jgion to set up an authoritative enquiry to see 
whe!f gjr our present methods of credit are the best, and 

they are serving the interests of industry as well 
Is ^^gsible, or whether some better means could be 
Hi ed • It was no use airing our own theoretical views 
upon inadequate knowledge. I was sure that there 
g latge amount of public support for such an enquiry. 
Hustfialists, many financiers, bankers, economists, labour 
organisations, had all asked that such an enquiry should 
be set up. I had been giving attention to this matter 
Hce I assumed office, but my absence from the country 
at 'j'jie Hague and the holiday season had prevented me 
from bringing the constitution of the Committee to a 
conclusion. I was now hurrying on the matter with the 
rapidity of pace for which Government procedure and 

i Methods are so well known ! 

A. month later I announced to the House of Cominons 
the composition of the terms of reference of the Committee 
I had set up. The terms of reference were : 

“To enquire into Banking, Finance and Credit, paying atten- 
tion to the factors both internal and international which govern 
their operation, and to make recommendations calculated to 
enable these agencies to promote the development of trade in 
commerce and the employment of labour. 


I think. I was successful in getting together a strong 
Committee, and one which would command confidence 
in all quarters. I prevailed upon Mr. H. P. Macmillan, 
K.C. (now Lord Macmillan) to accept the chairmanship 
of the Committee. He had some hesitation in accepting 
this responsible position as he was neither a financier, 
nor an economist, nor a business man. But I assured 
hina that the absence of these qualifications was a qualifi- 
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cation rather than a disadvantage. I wanted a man tol 
act as chairman who had a judicial mind, who could ; 
weigh evidence and who had no theories on the subject 
to be considered. The selection of Mr. Macmillan for 
this post turned out to be highly satisfactory. It was the 
unanimous opinion of the members of the Committee 
that he brought to its deliberations as Chairman every 
essential qualification. The Committee was composed oi 
economists, bankers, industrial leaders, and Labour and 
Co-operative representatives. 

It was hardly to be expected that such a Committee 
would produce a unanimous Report, for wherever two 
or three experts on financial and economic questions are 
gathered together there are invariably two or three 
diverse views. The Committee did not present a un- 
animous Report. There were, in fact, fourteen separate 
Reports, or Reservations, but that part of the Report 
which was unanimous — ^the part which presented an 
analysis of the Banicing and Credit System — is of per- 
manent value to the students of these subj ects . Like 

most Committees, its Reports have never been acted 
upon. 



CHAPTER LXVI 

Unemployment and Finance 


Parliament reassembled after three months’ holiday on 
the 29th October 1929, and the Government at once 
introduced a number of Bills which had been promised 
in the King’s Speech at the commencement of the session. 
The problem of Unemployment was becoming increasingly 
acute. We were just beginning to feel the effects in 
international trade of the financial collapse in the United 
States. When the Labour Government resigned office in 


1924 the Unemployment Insurance Fund was self- 
supporting. When we took office in June 1929 the 
number of unemployed was 1,122,700. The financial 
?tructure of the Insurance Acts was not able to support 
this volume of unemployment out of its income, and the 
Tory Government had been borrowing to m.eet the 
deficiency. When they left office they had accumulated 
a debt in the Insurance Fund of ,^36,000,000, and had 
obtained borrowing powers up to the amount of 
,040,000,000, 

Before the House adjourned for the Summer Recess 
he Government had passed a short Measure raising the 
hate contribution from two-fifths of the aggregate pay- 
nents of the employers and the workmen to half of this 
:ontribution . The Tory Government under the Economy 
kt, 1926, had reduced the State contribution, and this 
(vas largely responsible for the debt upon the Fund. 
Our increase in the State contribution added ,^3,500,000 
Jo the National Expenditure. 
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the 29th October 1929, and the Government at once 
introduced a number of Bills which had been promised 
in the King’s Speech at the commencement of the session. 
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Tory Government had been borrowing to meet the 
deficiency. When they left office they had accumulated 
a debt in the Insurance Fund of ,^36,000,000, and had 
obtained borrowing powers up to the amount of 


1^0,000,000. 

Before the House adjourned for the Summer Recess 
the Government had passed a short Measure raising the 
State contribution from two-fifths of the aggregate pay- 
ments of the employers and the workmen to half of this 
contribution. The Tory Government under the Economy 
Act, 1926, had reduced the State contribution, and this 
was largely responsible for the debt upon the Fund. 
Our increase in the State contribution added ,(^3,500,000 
rfo the National Expenditure. 
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The Government were under a pledge to make certain 
amendments to the Unemployment Insurance Act, and 
in November Miss Bondfield introduced a Bill whicli 
embodied some of these reforms. This is the place to 
pay tribute to the efficiency with which Miss Bondfield 
discharged the difficult and often unpleasant task of her 
office as Minister of Labour. She displayed a thorough 
acquaintance with all the details and implications of the 
Unemplo5nment Insurance Acts, and in the discussion 
in the House she proved herself to be thoroughly com 
petent to meet all criticism. I regret to have to say tha 
she was treated with a shameful lack of courtesy ana - 
with unfair criticism by the Left Wing section of the 
Labour Party. Although this opposition from her own 
Party was disagreeable, Miss Bondfield always treated it 
with consideration. 

When I was able to get away from my Departmental 
duties and Miss Bondfield’s Bills were under discussion, 
I sat beside her on the bench to give her what support 
my physical presence might afford. I was full of admiration 
for her alertness and grasp of the subject. She justified 
to the full her appointment as the first woman Cabinet 
Minister. The Bill she introduced in November 1925 
involved changes in the existing rates of benefits and con- 
ditions of benefit (including the cost of the increasec 
State contribution which had been made in July) whicl 
would cost the Exchequer 12, 500 ,000 a year. Thii 
doubled the total Exchequer contribution for Unemploy 
ment over the sum provided by the previous Tor 
Government. 

The Bill proposed to increase the rates of benefit t 
juveniles by 50 per cent., and to increase the benefits fo 
adult dependants from 7s. to 9s. a week. The alio wane 
for children, which had been raised by the previoi 
Labour Government from is. to 2s. a week, remained i 
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hat figure under the Bill. There was considerable dis- 
atisfaction in the Labour Party that the Bill did not go 
farther in the direction of increasing benefits. The Left 
fing element of the Party were out to increase benefits 
to a figure which would have made it more attractive to 
get on the dole than to remain in employment. I must 
say that they had some excuse in the extravagant Resolu- 
tion which had been passed by the Labour Conference 
demanding a m inimum of a week for the adult 


unemployed. 

The demand for an improvement in the proposed scales 
of benefit was not confined to the Left Wing, but was 
supported by the Trade Union section of the Party. 
'This section put down amendments to the Bill to reduce 
the waiting period, which would add at least another 
ii’4, 000,000 a year to the State expenditure, and to extend the 
[continuity period, which would cost another ,^5,000,000. 


rhe amendments to increase the rate of benefit pro- 
rased in one of these amendments would involve a 

ifr' 

further charge of £12,000,000 ! These proposed increases 
of expenditure were in addition to the £12,500,000 a year 
for which the Government had already made itself 
responsible. 

These Trade Union amendments created a serious 
situation. The outlook for the Budget I should have 
to introduce the following April was already serious. 
Revenue was falling off owing to the trade depreciation, 
md it seemed to me that at the end of the financial year 
should have to meet a very considerable deficit. To 
ace a further increase of £20,000,000 on the Budget 
which would be the cost of these Trade Union amend- 
nents) was a thing I could not possibly face. The 
Labour Party was still harbouring the illusion that there 
ras an inexhaustible source of revenue to be drawn upon 
iy further taxation of the rich. Mr. Maxton suggested 
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that I could easily get another ^250,000,000 a year 
the Super-Tax payers! A moment’s examination of sucnj 
a suggestion would expose it as an utter absurdit}'- 
Such an increase in the Super-Tax would have had 
result of eliminating the Super-Tax payers altogether- 
These Trade Union amendments created a situation 
which had to be faced with determination. We called t 
special meeting of the Labour members at which I P® 
before them a statement of the present position of 
national finances, pointing out the heavy commitm®®^ 
already entered into by the Government in respect 0.. 
Unemployment Insurance. I told them frankly that I 
could not be responsible for finding the money whicli 
would be required to finance the proposed amendments, 
The great majority of the Labour members were always 
reasonable when a case was put clearly and fully before 
them. My speech profoundly impressed the gathering, 
and Mr Hayday, who, I believe, at that time was Chair- 
man of the Trade Union Council and had put thesfj 
amendments down on the Order Paper on behalf of tbi 
Trade Union Labour members, rose and moved a resoh 
tion that the amendments should be withdrawn , and that 
the Party should press forward the Bill as drafted by th! 
Government with one or two minor amendments, whicli 
the Government accepted and which involved no addi- 
tional financial burden. 

The Left Wing members of the Party were, of course, 
irreconcilable, although after the withdrawal of the Trace 
Union amendments their opposition could be defied 
During the further stages of the Bill this section move!; 
a number of amendments for increasing the benefits l{ 
rormd. The Conservatives abstained from voting 01 
these amendments, or otherwise the Government migfe 
have been placed in jeopardy. The' action of the L| 
Wing members on these matters showed deplorafe 
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recklessness and disregard of practical politics. It was 
an exhibition of disloyalty and of the lack of the team 
spirit which has so often exposed the Labour Party to 
the jeers of its opponents and caused dismay among its 


supporters in the cotmtry. 

Oa the Third Reading of this Unemployment Insurance 
Bill a violent attack upon it and upon the Government 
Generally was made by Sir Arthur Steel Maitland, the 
Minister of Labour in the late Tory Government, who 


moved the rejection of the Bill. He described the Bill as 
the endowment of the work-shy 5 the enrichment of the 
mideserving at the expense of the workmen. The Govern- 
ment, he declared, had surrendered to the extremists. 
There never had been a more spineless capitulation. 
There was no national need so great that the Government 
would not betray it at the dictation of its extremists. 

This indictment, coming from an ex-Minister of 
Labour whose cowardice in not facing the position of the 
Unemployment Fund had incurred a debt of 5^36,000,000, 
was more than I could stand. I had, as I have said, sat 
through the debates by the side of Miss Bondfield without 
intervening, being quite content to leave matters in her 
able hands.’ But this was a charge against the Govern- 
ment which demanded an immediate reply , and when the 
Tory spokesman sat down I rose and carried the war 
into the enemy’s camp. I attacked the late Tory Govern- 
ment, and particularly the late Chancellor of the Ex- 
chequer ^Mr. Winston Churchill— and charged them 

with having brought the Unemployment Insurance Fund 
into a state of bankruptcy. The finances of the country, 
Idedared, were in such a state that it would take at least 
three years, even with good trade, to restore them to the 
state in which I left them in 1924. I defended the Bill 
on the ground that it was not only discharging a humani- 
(tarian. duty, but was an insurance against a revolution. 


847 



Viscount Snowden’s Autobiography 

It may be, I declared, that a few men may get the benefit 
who do not deserve it, but that was no reason for depriving 
99 per cent, of honest, straightforward men who prefer 
work to benefit, and who, when out of work, strained 
every nerve to find it, of just and humane treatment when 
unemployed. 


My attack in this speech on Mr. Winston Churchill had 
its repercussions a few days later. Mr. Churchill brooded 
over this attack, and took advantage of an opportunit] 
which arose the following week to answer it. Th( 
necessity for getting this Unemployment Bill on the 
Statute Book before Parliament rose for the Christmas 
Recess made it necessary for Parliament to sit up to 
Christmas Eve. The motion for the adjournment on the 
day before Christmas gave Mr. Churchill the opportunity 
to relieve himself of the exasperation he had been feeling 
for a week. He had let it|:be known that he was going 
to make a great attack upon me on that afternoon. In. 
ordinary circumstances the debate on the adjournment 
wordd have passed off without excitement, and on the 
day before Christmas most members would have gone 
away. There was no need for members to attend, because 
no vote would be taken. However, in anticipation of tliis 
duel between Mr, Churchill and myself, hundreds of 

members remained behind in the expectation of having 
an entertaining time. 

Mr. Churchill had evidently taken great pains in the 
preparation of his speech, and he entered the ring 
smilingly confident that he was coming to give his oppo- 
nent a complete knock-out. He announced at the outset 
that he had decided to adopt a different tone towards me. 
Hitherto he had treated me with merciful consideration, 
but he had now decided that I must be given a seven 
chastisement instead. “ In fact,” he said, “ the mon 
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I treated In’m with consideration the more crapulous and 
dictatorial he became.” He entertained the House of 
Commons with half an hour’s breezy attack, in which I 
was charged with having committed every crime in the 
calendar. He sneered at the Freedom of the City of 
London which had just been conferred upon me , and said 
I was fortunate in getting the honour now before I had 
been found out. 

There was one remarkable declaration in this speech 
which took everybody by surprise, It will be remembered 
that in the spring of that year I had had an encounter 
with Mr. Churchill about his Debt Settlements with 
France and Italy, in the course of which I had denounced 
that part of the Balfour Note which lays it down that Great 
Britain would take no more in Reparations and War Debts 
than was necessary to pay our War Debt to America. 

Mr. Churchill at that time had vigorously defended 
that principle of the Balfour Note and his Debt Settle- 
ments, and he now declared to everybody’s amazement 
that he had left various documents at the Treasury to 
show that it was his intention to claim relief from the 


Balfour Note if its principles were ever infringed. 

During Mr. Churchill’s speech the Chamber had been 
crowded, and when he sat down I at once rose to reply 


to him in a highly charged atmosphere. I remarked at 


the outset that Mr. Churchill’s speech had been most 


appropriate for the occasion. Christmas Eve was the 
time for pantomime. I took Mr. Churchill’s points one 
by one, and followed his advice of applying a little well- 
deserved chastisement. I concluded by saying that how- 


ever strenuous may be the conflicts between us, I wanted 
to assure Mr. Churchill that I was very fond of him. I 


really did not know how I should get on without him. 
Therefore I closed by wishing the right hon . gentleman 


a very happy Christmas. 
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I had sat through Mr. Churchill’s speech in complete 
silence, but Mr. Churchill could not remain silent under 
my lash, and was constantly interrupting, which gave me 
an opportunity for driving my weapon deeper into his 
flesh. I knew Mr. Churchill’s record too well to be at 
any loss in hurling the fitting retort to his interruptions^ 

Members of Parliament who had stayed behind lot 
this duel went away feeling that it had been well worth 
while to stay and risk the chance of not getting home to 
their families for Christmas Day. 

May I turn from this exciting, but not very elevating, 
episode to mention an interesting proceeding in which 
the Chancellor of the Exchequer takes part each year on 
the i2th November. On that date the nomination of 
Sheriffs takes place in the Court of the Lord Chief 
Justice of England. The Chancellor of the Exchequer 
presides over this proceeding, and Judges of the King’s 
Bench arrange themselves on the Bench on the right and 
left of the Chancellor. The King’s Remembrancer having 
a list of all the Counties (except Cornwall and Lancashire) 
in alphabetical order, containing the three names of those 
who were nominated a year before, reads over the names 
for each County. The name of the person retired is 
removed from the list, and if there be any objection to 
serve on the part of either of the other two nominated a 
letter of excuse is then read by the Clerk to the Privy 
Council. The excuse having been allowed, new nomina- 
tions are made from a prepared list, and one of the 
Judges makes the new nomination. 

This is the only occasion when the Chancellor of the 
Exchequer wears his robes of office. These robes are 
made of black silk and elaborately embroidered with gold 
braid. It used to be the practice for the incoming Chan- 
cellor to buy these robes from his predecessor with 
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j-eduction for depreciation. Nowadays, however, the 
Chancellor makes no payment for the robes as the depre- 
ciation has wiped off the original cost. There is a story 
told that when Lord Randolph Churchill resigned the 
Chancellorship and was followed by Mr. Goschen, when 
he offered to sell his robes Mr. Goschen 'declined to buy 
them. Lord Randolph Churchill, in perhaps rather 
questionable taste, is said to have remarked that this was 
die first occasion when a Jew had refused to buy second- 
hand clothes at a give-away price ! When Mr. Churchill 
was Chancellor of the Exchequer I understand that he 

wore his father’s robes. 

The first occasion on which I went to this function led 
to an incident which caused Mr. Winston Churchill a 
certain amount of discomfiture. The proceedings had 
not finished in time for me to get to the House of Com- 
mons to answer questions. It happened that there were 
that day a large number of questions on the Order Paper 
regarding a new Conversion Loan. When these questions 
were reached I was not in my place, and Mr. Churchill 
became greatly agitated. He asked Mr. Pethick Lawrence, 
the Financial Secretary, who was to give the reply if I 
did not get back in time, what misadventure could have 
prevented me from attending at the House in order to 
give the required information upon matters gravely 
affecting public policy . 

I happened to arrive behind the Speaker’s Chair just as 
Mr. Churchill was making this enquiry. I waited until 
Mr. Pethick Lawrence explained that in due time the 
House would be given a perfectly satisfactory explanation 
I for my absence. Then I emerged from behind the 
Speaker’s chair, and I was received with tumultuous 
cheering; the Ministerialists “ raised the roof”, as the 
saying goes. Mr. Pethick Lawrence had risen to reply 
to the first of the qai:^tipns, although I was present. This 
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excited Mr. Churchill still more, and he demanded to 
know why I had not risen to reply. I rose quietly and 
said: “ I have been attending the ceremony of the 
Appointment of SheriJffs, and it was not possible for me 
to be here earlier. But I can assure the right hon, 
gentleman that my absence was not due to the fear of 
facing him.” Mr. Churchill rose and said: “ Perhaps 1 
may be allowed to say that I accept the statement of the 
Chancellor. The only question I have to ask is whj 
the Financial Secretary did not say so earlier.” Thee 
came the blow which completed Mr. Churchill’s dis- 
comfiture. Mr. Pethick Lawrence replied that he was 
in fact about to read out the reason for my tardy appearance 
when Mr. Churchill prevented him from doing so. 



CHAPTER LXVII 
The Budget of ig^o 

In the early moaths of 1 930 I had to turn my attention 
to the financial position of the country in view of the 
Budget Statement which was due to be made in April. 
The prospects were not very encouraging. I had to 
follow a Chancellor of the Exchequer who for four 
years had played “ ducks and drakes ” with the national 
finances, and had been living from hand to mouth, using 
( Capital to meet current expenditure, and “ robbing every 
hen-roost ” on which he could lay his hands. What 
Mr, Churchill had called the “ worst economic bliz2ard 
(the world had ever known ” was raging and gathering 
force every week. The number of unemployed had risen 
from 1,122,700 at the time the Labour Government took 
office to 1,660,000 in April 1930. It was clear that there 
would be a considerable deficit on the 31st March when 
the financial year closed. 

The financial year, in fact, ended with a deficit of 
jfi4, 523,000 instead of a surplus of ^4,336,000 which 
Mr, Churchill estimated in the previous Budget. Revenue 
fell short of the estimated yield by ^11,871,000, and 
expenditure exceeded the original estimate by ;£6,748,ooo. 
The result, therefore, was a failure by ,^18,619,000 to 
realise the expectations of Mr. Churchill’s Budget[*of 1929. 

This was part of the financial problem with which I 
was faced in framing the Budget for 1930. But, as a 
matter of feet, the position was much worse than these 
figures disclosed. Owing to the trade depreciation the 
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excited Mr. Churchill still more, and he demanded to 
know why I had not risen to reply. I rose quietly and 
said: “ I have been attending the ceremony of the 
Appointment of Sheriffs, and it was not possible for me 
to be here earlier. But I can assure the right hon. 
gentleman that my absence was not due to the fear of 
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when Mr. Churchill prevented him from doing so. 
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The Budget of 1930 

In the early months of 1930 I had to turn my attention 
to the financial position of the country in view of the 
Budget Statement which was due to be made in April. 
The prospects were not very encouraging. I had to 
follow a Chancellor of the Exchequer who for four 
years had played “ ducks and drakes ” with the national 
finances, and had been living from hand to mouth, using 
capital to meet current expenditure, and “ robbing every 
hen-roost ” on which he could lay his hands. What 
Mr. Churchill had called the “ worst economic blizzard 
the world had ever known ” was raging and gathering 
force every week. The number of unemployed had risen 
from 1,122,700 at the time the Labour Government took 
office to 1,660,000 in April 1930. It was clear that there 
would be a considerable deficit on the 31st March when 
the financial year closed . 

i The financial year, in feet, ended with a deficit of 
[£14,523,000 instead of a surplus of which 

Mr. Churchill estimated in the previous Budget. Revenue 
fell short of the estimated yield by ,^11,871,000, and 
expenditure exceeded the original estimate by ,£6,748,000. 
The result, therefore, was a failure by ,£18,619,000 to 
realise the expectations of Mr. Churchill’s Budget^of 1929. 

This was part of the financial problem with which 1 
was faced in framing the Budget for 1930. But, as a 
matter of fact, the position was much worse than these 
figures disclosed. Owing to the trade depreciation the 
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yield of the existing taxes could not be expected to read 
the figure of the previous year, and additional expenditure 
on account of Unemployment would have to be met. 

I introduced the Budget on Monday, the 14th April, i 
The 'country was already painfully aware of the main 
facts of the -financial situation, and was prepared to accept | 
a considerable increase of taxation. I estimated that tbe 1 
total revenue for 1930-31 on the basis of existing taxation 
at 3^739,645,000, and the total expenditure at ,^78 1,909 ,000, 
The difference which I had to make good was ,(^42,364,000, 
The announcement of this deficit gave the House a shock 
from which it took them a few minutes to recover. To 
balance the Budget it was not, however, necessary to 
resort to increased taxation to meet the whole deficit 
as there were resources available for the current year of 

a fairly considerable amount. 

When Mr. Churchill enacted the Derating Scheme he 
put on an additional Petrol Duty. The receipts from this 
extra duty had been allowed to accumulate for eighteen, 
months before the expenditure on Derating began, and 
these receipts had accumulated in what was called the 
Rating Relief Suspensory Fund. I need not go into the 
details of a rather complicated matter. It will be sufficient 
to say that a sum of ,^16,000,000 was available from this 
Funci, and I proposed to apply it to meeting a proportion 
of the prospective deficit. This device reduced the sum 
I had to meet from increased taxation to ,^36,264,000, 
On strict financial principles the previous year’s deficit 
of ,(^14,500,000 ought to be made good in the current 
year, but in view of the general financial situation I did 
not feel justified in imposing upon the tax-payers the 
additional taxation which would have been necessary, 
I proposed to make a special provision for additional 
debt reduction of ,,^5,000,000 in the current year, 
,^5,000,000 in the next year, and ,{4,500,000 in 1932- 
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I proposed to abolish the last vestiges of Mr. Churchill’s 
inglorious Betting Duty. That tax was introduced in 
1926, accompanied by licence fees payable by bookmakers 
and for entry service in respect of their premises. The 
tax on bets was a miserable failure, and has been 
abandoned by its author in the previous year’s Budget, 
There remained in force the duty of £10 payable on 
bookmakers’ licences, and I proposed to repeal this duty 
so that the Statute Book would once more be entirely 
free from the blemish of a Measure that ought never to 
have appeared upon it. The cost of this abolition was 
comparatively small, being about fzoo,ooo a year. 

In 1925 Mr. Churchill had reimposed the McKenna 
Duties. These duties had been imposed by him as 
Revenue Duties, although they were at the same time 
Ihgbly protective in their effect. The McKenna Duties, 
and the Silk Duties which Mr. Churchill had also im- 
posed, brought in a revenue of about ,^10,000,000. To 
my great regret I was unable to repeal these duties in 
This Budget. In the existing financial circumstances I 
could not afford to sacrifice this revenue, repugnant as 
the duties were to me. The addition of 000, 000 to 
the Debt provision brought the figure of the prospective 
deficit to ,^31,714,000. 

To meet this deficit I proposed in the first place to 
raise the Beer Duty by 3s. per standard barrel. This was 
a small addition amounting to not more than id. per 
gallon, which was, of course, too small to justify any 
alteration in retail prices. I had been in consultation 
with the brewers, and I had from them an assurance 
that this small increase in the duty would not be passed 
on to the consumer either in an increase of price or a 

reduction in the gravity of the beer . 

I looked to an increase in the Income-Tax to meet the 
greater part of the additional revenue I needed, and I 
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therefore proposed an increase of 6d. in the on t 
standard rate, raising it from 4s. to 4s. 6d. By 
ingenious arrangement, however, I was able to avoid a 
part of this increase falling on the smaller Income -1 
payers. Instead of charging half the standard rate 
the first of taxable income, I gave a relief of as. 
on the first £2^0. This concession had very remarka 
results. It had the effect that about three-quarters of 
whole number of Income-Tax payers were not affected 
the increase in the standard rate. There would be 
increase in the Income-Tax of unmarried or wido'' 
persons with incomes, all drawn from investment, 
exceeding ,£485 a year, or with incomes all earned 
exceeding £5^2 a year. In the case of a married man \ 
a family with an income not exceeding ^£882 there wc 
be no additional payment. The cost of this chang 
the graduation of the Income-Tax amounted to 5 ,000, 
In addition to the increase of 6d. on the standard rat 
the Income-Tax, I had to raise the rates of the Surta 
a sum which was estimated to yield ^12,500,000 in a 
year. I still had to find a further sum of money, and 
I raised by an increase in the Estates Duties- 
increase was small. There was no increase in the 
on estates below £120,000, and the increase rose by i 
to an increase of 10 per cent, on estates over 1,000 
In future, estates over ,^2,000,000 were to pay a du 
50 per cent, instead of the existing duty of 40 per ce] 

The total effect of the changes in Income-Tax, Si 
and the Estate Duties which I have just described w 
yield a revenue of ^£3 1,500 ,000 in the current year 
5^43,500,000 in a full year. This was the meth 
adopted to meet an estimated deficit of ,^31,714,000. 

In addition to these financial changes in the Budj 
proposed two amendments in the Inland Revenue 
The avoidance of Surtax and the Estate Duties by me 
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which were legal under the existing law, but which could 
not be defended on moral grounds, had become a grave 
scandal. Lawyers who specialised on methods of legal 
avoidance of taxation had discovered that Estate Duty on 
landed estates and investments could be avoided through 
‘he medium of private companies. Rich landowners and 
vealthy industrialists formed themselves into private com- 
)anies, and thus escaped taxation on more than a nominal 
sum. A system of avoiding Super-Tax by taking out a 
single-premium insurance policy was being widely prac- 
tised. Mr. Churchill had taken a small step in 1927 to 
deal with the avoidance of the Super-Tax, and he then 
stated his intention to deal later with the avoidance of the 
Estate Duties, but he had not been able to carry out that 
wish. The announcement that I proposed in this year’s 
Finance Bill to deal with these two instances of the avoid- 
ance of Estate Duties and the Surtax was, when I made 
the announcement, received with general approval, even 
of the Tory Party. But when we came to deal with the 
actual proposals in the Finance Bill I encountered a 
violent and persistent opposition from the Tory Party. 

The Budget was received with warm approval by the 
Labour Party and the Liberal members, but, as was 
expected, with disapproval by the Tory Press and the 
■Tory Party. In presenting this Budget Statement I spoke 
for an hour and forty-five minutes, which for brevity was 
something of a record in Budget Speeches. In the brief 
complimentary speeches following my statement, Mr. 
Churchill was kind enough to congratulate me upon the 
manner in which I had so tersely compressed the survey 
of this vast field into a moderate compass, and also upon 
the physical vigour which had enabled me to go through 
the ordeal which, both in the preparation and at the 
moment, is certain to tax a man’s strength to the full. 
Mr. Lloyd George was very whole-hearted in felicitating 
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me upon what he described as a most admirable statement, 
which in lucidity and compression was the same miracle 
of compression as a 6-inch shell, and it had the same 
shattering detonation in its effect upon the Tory members. 
The majority of the Labour members, though disappointed 
that I had not been able to reduce indirect taxation, fully 
realised my difficulties, and were prepared to wait for a 
Socialist Budget until trade prosperity returned. The 
Left Wing Labour members, of course, expressed their 
dissatisfaction without reserve, and wanted to know whv 
I had not the courage to put an additional annual taxation 
of at least ^200,000,000 on the “ idle rich It was 
not sufficient for them that I had raised most of the 
additional revenue I required by the taxation of people 
with incomes over 3^1,000 a year, and had imposed 
little additional burdens upon people with incomes 
below that figure. They could see no Socialism in sucl 
a Budget as this — it dashed their hopes that the Labou; 
Governmeirt would establish “ Socialism in our Time 
When the House entered upon a discussion of thi 
Finance Bill, which incorporated the Budget proposals, 
it became clear that the Tories w'ere determined to use 
every device of obstruction to delay the progress of the 
Bill. They placed upon the Order Paper over one hundred 
foolscap pages of amendments. The first day on the 
Committee Stage of the Bill gave a foretaste of what we 
might expect. The Opposition had been well organised, 
and the back bench members of the Tory Party had been 
primed to make long and irrelevant speeches. By mid- 
night it was impossible to treat these obstructive tactics 
with the consideration to which an Opposition is entitled 
when they confine themselves to reasonable discussion. 
By midnight practically no progress had been made, ana 
it was clear that we must be prepared for an all-night 
sitting. 

•858 



jL /iv' ju^ 


7 


W 


^ all-night sitting resolves itself into a test of physical 
(idurance. The Tories had evidently assumed that they 
-ould be able to wear me out, but they had wholly mis-^ 
alculated my powers of endurance. Hour after hour 
[uring the small hours of the morning the debate con- 
iQued, but, as alv/ays happens during an all-night sitting, 
t degenerated into mere frivolity. Mr. Churchill was 
ending the Opposition, and he was not behind the back 
aench members in pursuing a policy of sheer obstruction, 
la order to waste time , motions were made every hour 
“to report progress ”, and these motions wasted further 
time in speeches and divisions. I could pot get a vote 
upon any amendment except by moving the closure, and 
this led to further divisions and further waste of time. At 
five o’clock in the morning Mr. Churchill could stay the 
course no longer and went off to bed. At eight o’clock I 
aimoxmced that owing to the absence of Mr. Churchill 
through physical collapse I thought it inadvisable to con- 
tinue the discussions, which could be resumed when the 
right hon. gentleman had sufficiently recovered to be 
able to take part in them. It was , I added, very regrettable 
that, in view of the promise he had made of the very 
vigorous part that he was going to play in the debates, he 
: had been compelled to retire from the ring, and I felt sure 
that I was expressing the feelings of all hon. members in 
j extending to him our deep sympathy and our hopes for a 
speedy recovery. 

When Mr. Churchill returned to the House he had to 
submit to a good deal of good-humoured banter, which 
madfe him determined to seek an early opportunity of 
retrieving his reputation. The aojoumment of the House 
over the Whitsuntide holidays gave Mr. Churchill no 

opportunity until the day after Parliament reassembled. 

Further consideration of the Finance Bill was put down 
for that day . The holiday had enabled him tO recover his 
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physical strength, and he was determined to shoW ™ 
House that he could go through an all-night sitting 
out a physical collapse. We began a further considet^^^®^ 
of the Finance Bill at half-past three on Tuesday 
noon, and the sitting continued without interruption ™ 
twenty-two hours, the House not rising until a quartei 
to one on the following afternoon. The adjournment « 
the sitting was at that time necessary in order to prep® 
for the ordinary sitting of the House, which was arrang^^ 
to begin at a quarter before three o’clock. 

This sitting was one of the longest on record, 
sitting was characterised by all the disgraceful features 
which always accompany an all-night sitting. Disorderly' 
scenes were frequent, and the Chairman had a hard timei 
in keeping the debates within reasonable limits. Fei* 
members remained on the benches for the discussions, 
returning from the library, the smoke-room, and refresh 
ment rooms to take part in the divisions. Not more thaa 
one-third of the full strength of the Tory Party were 
present at any time during the sitting. The leaders of 
the Tory Party were all absent. To the credit of Mr, 
Baldwin, Sir Austen Chamberlain and Mr. Neville 
Chamberlain it may be mentioned that they were absent 
from the House. They left these disgraceful proceedings 
to be led by Mr. Churchill, who on this occasion was able 
to stay the course, but only, it was quite evident, by sheer 
physical effort. He could not afford to expose himself 
once more to jeers and ridicule. During the whole sitting 
the Labour members refrained from taking any part it 
the talking, but they were present in considerable numben 
throughout and loyally backed me up in fighting the Tor] 
obstruction. By eight o’clock Tory reinforcement 
arrived after a^ good night’s sleep, and the battered anr 
exhausted Tories who had held the fort up to that tioi 
were relieved. In spite of all the Tory obstruction, 
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managed to add a number of clauses to the Bill without 
oixceding anything except a few amendments of a minor 

lature. 

I came through this long sitting (during which I was 
not absent from the bench for more than a few minutes) 
ifithout feeling the least physical exhaustion. I declined 
to assist the waste of time by making long speeches, and 
only intervened with a few sentences when it was necessary 
to do so. The proceedings during this long sitting were 
a disgrace to the House of Commons , and I expressed the 
opinion that it was a pity that the electors had not had 
the opportunity of “ seeing their legislators at work ”. If 
they could have done this it would have destroyed any 
respect they might have for the Mother of Parliaments 
and for their elected representatives. 

Undismayed by his discomfiture on this occasion, Mr. 
.Churchill continued to pursue obstructive tactics. Two 
|(lays after this all-night sitting he uttered an extraordinary 
'threat in a speech he was making in opposition to the 
nrovision in the Bill to prevent the avoidance of Sur-tax. 
For some days he had been boasting in the smoke-room 
that he would prevent me from getting the Budget through. 
hn. Act passed in 1913 lays down that the Budget resolu- 
tions, on the strength of which taxation is levied each year 
until the Finance Bill is passed, have force only until the 
first week in August. Unless the Finance Bill was passed 
by this date it would be illegal for the Government to levy 
Income-Tax or Customs or Excise Duties. Tax-payers 
would be able to claim their money back, for the Act lays 
down “ that any money paid or deducted under the Budget 
resolutions shall be repaid or made good ”. Mr. Churchill 
had the colossal impudence in this speech to warn me that 
mless I would bow to his dictatorial demands to drop 
fifteen or twenty clauses of the Finance Bill he would not 
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allow me to get the Bill through in the statutory tii^ g , To 
gratify his vanity, Mr. Churchill was prepared, if bad 
the power, to throw the whole revenue collectioj^ into a 
state of chaos, and to make the Exchequer liable to 
repayment of tens of millions of pounds . I treated 
arrogant threat with the contempt it deserved, and 
no reply to it beyond pointing out that the clause -wblcli 
Mr. Churchill was then opposing had been copied 
for word out of Mr. Churchill’s Finance Bill of 1925. la 
replying to this he said that he was not contesting 
principle but the propriety and expediency of doing 
the moment when I was already proceeding with so 
unnecessary vigour and so much unnecessary ani^ais 
against the Income-Tax and the Sur-tax payers. By 
proposal I was running a gi'eat risk in offending the whole 
body of the Income-Tax and Sur-tax payers. Mr. Churchill 
had evidently exhausted his powers of obstruction, for after 
this I had very little trouble with him, and the Finance 
Bill passed into law well ahead of the time-limit. 

An incident occurred during the proceedings on the 
Finance Bill of much more serious importance than Mr, 
Churchill’s intrigues. The Liberal leaders had got an idea 
that something might be done for trade by an allowanc( 
from Income-Tax to manufacturers who undertook to insta 
new and more efficient machinery. The payment 0 
Income Tax on company profits put to reserve has lon| 
been felt to be a grievance. There is undoubtedly a cas 
to be made out for some amendment of the law in thi 
respect, but practical difficulties have hitherto stood i 
the way of anything being done. The most formidabl 
of these difficulties is the fact that to exempt reserve 
altogether would be too costly. There are other practio 
difficulties, such as the probability that the exemptio 
would lead to a good deal of abuse and evasion. M: 
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Lloyd George obviously had got the idea that a partial 
relief niight be given by exempting froin taxation reserves 

devoted to the instalment of new machinery. 

Liberal members put down two amendments to the 
Finance Bill, one of which proposed the exemption from 
axation of all undistributed company profits which were 
ipplied to any form of capital investment. This amend- 
nent had not the support of the official Liberal Party , and 
was in fact sponsored by three Tory members. The 
second amendment which had been put down officially 
by the Liberals was, as I have described, of a more modest 
character. There had been a good deal of talk for some 
days that an arrangement had been made between Mr. 
Lloyd George and the Tories to bring about the defeat of 
the Government upon this Liberal amendment. I do not 
believe that any such arrangement was made, although the 
Tories were alive to the situation and saw the possibilities 
of bringing about the defeat of the Government by a com- 
bination of Liberal and Tory members in the Division 
Lobby, and they made their arrangements accordingly. 

The unofficial amendment which I have just described 
was moved. After the mover I followed with a short 
speech in which I explained that it was impossible to accept 
this amendment, which I did not take very seriously, as the 
costwould be between ,£50,000,000 and ,£60,000,000 a year. 
Mr. Churchill followed me with a still briefer speech, then 
the debate on this amendment closed, and the division 
was taken. The shortness of this debate was ominous. It 
dearly pointed to the conclusion that some conspiracy was 
afoot. The division on this amendment gave the Govern- 
ment a majority of 122. Only about half of the full Tory 
strength voted. The House then proceeded to discuss the 
official Liberal amendment. The amendment was moved 
by a Liberal member, whose speech gave the impression 
that he had little enthusiasm for the proposal he was 
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making. He practically abandoned the clause altogetna 
and told us three times in the course of his speech that 1 
was not submitting a clause to the House but an idea ad 
an ideal . But in my reply I had to deal with the practid 
effect of the clause as it appeared upon the Paper. Tb 
clause, as I have stated, proposed that money expende 
on plant or machinery should be allowed to be deducte 
from profits in calculating Income-Tax. It was quite del 
that those who had drafted this amendment had not i 
the least understood its implications and far-readiii 
nature. The mover admitted that he had no means i 
estimating what the cost would be, but he suggested tt 
it might be something like ,^5,000,000 a year. 

The clause, if carried, would have repercussions 
which those who had framed it had no conception; ai 
the Inland Revenue authorities estimated that the coi 
cession would cost at least ^30,000,000 a year. Thd 
were other grave objections to this method of affordii 
relief to industry which I need not explain. It is sufScie| 
to say that it would have had the effect of giving reli 
where it was least required, and withholding it from coi 
cems who were more deserving of it. The idea embodit 
in this amendment put into concrete form was quite ii 
possible, and it was full of injustice and anomalies. B 
I concluded my speech by saying — and these words i 
rather important in view of what subsequently happem 

“ I have not closed my mind to this or any other proposal wh 
is put forward professing to be a contribution to the solution , 
the grave problem of unemployment. I realise that the he 
member and his friends who have put down this proposal ha 
not had expert advice or official knowledge at their dispos 
but I recognise that it is an honest and sincere attempt to ma 
a contribution to the solution of this problem. In its prese 
form, however, it is quite unacceptable, and if I reject it I r 
quite ready to consider any proposal put forward for the sa 
purpose and in the same spirit.” 
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Mr. Lloyd George followed at once, and his speech 
led nae with amazement. He ignored the sympathetic 
Dtds with which I concluded my speech, and my willing- 
;ss to consider a practical proposal which would attain 
.e desired object. He was clearly annoyed by my ex- 
)sure of the effect of the amendment in the form in which 
was presented, and dismissed my estimate of the cost 
1 wholly fantastic. He concluded by saying that the 
iberal Party had no desire whatever to embarrass the 
overnment, and least of all a desire to precipitate a 
General Election. From this I did not gather that the 
iberals would press their amendment to a division, but 
1 this expectation I was disappointed. After Mr. 
hurchill had made the inevitable contribution to the 
ebate in a very short speech, the House went to a division 
1 a fever of excitement. When the result of the division 
izs announced members were for a moment stunned into 
ilence. The Government had been saved by a majority 
f three ! 

The voting in this division showed that the Tories had 
Eiade complete arrangements for the defeat of the Gov- 
ir nnri ent. In the division on the previous amendment 
^hich had been taken an hour before, the Tories put only 
^6 members into the Division Lobby. In this vital 

E dsion, however, 100 more Tory members voted. The 
)ry Whips had deliberately kept back 100 members who 
jre on the premises in order to allay suspicion. These 
smbers were hidden in the recesses of the House and in 
. Stephen’s Club across the way. In this second division 
ily eight Conservative members were absent, and of 
ese five were paired for the amendment. This, I believe, 

, as a record for the Tory Party in the Division Lobby, 
'four Liberals voted with the Government, twenty-five 
; berals voted against the Government, and about fifteen 
ho were in the House abstained from voting. 
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If the four Liberal members who voted vdth the Gov 
emment had also abstained from voting the future o 
party politics in this country would have taken a differen 
course ! The Government would have had to resign afte 
a defeat upon a vital amendment to the Finance Bill, j 
General Election would have followed, and probably th 
Tories would have secured a majority, and they wools 
have had to deal with the national financial crisis whicl 
matured twelve months later. It was not expected before 
the division took place that the voting would be so close, 
and afterwards a number of the Liberals who had not 
voted expressed their regret that they had not gone info 
the Lobby in support of the Government. It may le 
mentioned that the Liberals had put on the official Parhl 
Whips in support of the amendment. 

I will now explain how it happened that this crisis arostj 
It was largely due to a misunderstanding. In the couisil 
of conversations at No. lo Downing Street with Mr. Lloyd 
George and two or three of his friends on the Unemploy- 
ment problem, he had raised the question whether some- 
thing could be done to relieve employers from having to 
pay Income-Tax on capital taken from reserves and used 
for the reconditioning of their plant. We had informally 
discussed the scope that such a proposal might take, ari 
I submitted Mr. Lloyd George’s idea to the Treasury for 
the purpose of ascertaining what it would be likely to cost 
But shortly afterwards the Liberals put down this amend- 
ment, which was drafted in such a form as to be far wider 
than the scope of Mr. Lloyd George’s first discussion, 
When this Liberal amendment appeared upon the Paper 
I had conversations with Mr. Lloyd George, and pointd 
out to him what it involved, and that the cost 'wouli 
probably not be less than ^^3 0,000,000 a year. 

Emerging from this conversation, I understood th 
Mr. Lloyd George would consult his Party, and that* 
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[uight meet again before the amendinenL was discussed to 
gee whether we could not agree upon a form of words 
1 would bring the cost within the original figure of 
(7,000,000. Then a sequence of misunderstandings fol- 
£ed. It was suggested that Mr. Lloyd George and 
niYself should talk the matter over at Churt during the 
coming week-end, but Mr. Lloyd George had an engage- 
ment at Bournemouth, and the interview could not take 
lace. On the evening before the debate on the amend- 
ment took place I saw Mr. Lloyd George again in my 
room at the House. The interview was perfectly friendly. 
He said that there was to be another meeting of his Party 
to consider the situation, and he left me with the impres- 
sion that a revised clause would be put down. 

That, however, was not done. No further communica- 
tion was made to me, and I was amazed when the Liberal 
member who had charge of the amendment rose to move 
it in the form in which it appeared upon the Paper. Mr. 
Lloyd George had no excuse for protesting against my 
criticism of the drafting of the clause, for he could be 
under no illusion as to what my attitude would be. Neither 
was he unaware that I would have been prepared to give 
sympathetic consideration to an amendment of a more 
moderate character. This impression left by my last con- 
versation with Mr. Lloyd George was confirmed by him- 
self at a meeting of the Liberal Party a few days after the 
division. He told this meeting that he saw me the day 
before the debate, and left with the impression that the 
wording was not suitable, but he expected to get a con- 
ciliatory reply and a promise of something on the Report 
(Stage of the Finance Bill. But he added that he was so 
(annoyed by my criticism of the clause as it stood that he 
felt compelled to carry it to a division, though he had not 
the least intention of defeating the Government. 
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CHAPTER LXVIII 

The Imperial Conference, 1930 

The Imperial Economic Conference of 1930 opened ii 
London on the ist October. Its proceedings are now 0 
little interest and of no importance in view of the Imperia 
Economic Conference which met at Ottawa two year 
later. The London Conference lasted for six weeks, ant 
from the beginning there was no likelihood that it woult 
come to an agreement on the more important matter 
which were discussed. There were fundamental differ 
ences between the British Government and the Dominion 
on Tariff policy which could not be reconciled. 

The opening meeting of the Conference gave me tk 
opportunity of estimating the capacity of the Dominioi 
delegates. It was clear from the outset that Mr. Bennett 
the Conservative Prime Minister of Canada, would be th 
dominating personality among the Dominion representa 
tives. He is a man of forceful character, vigorous speecli 
and has a definite policy. Very early in the Conferenc 
he put forward his plan for the promotion of closer trad 
relations between Canada and Great Britain. He summei 
it up in a single sentence— Canada first, Great Britaii 
second, and the rest of the world nowhere. 

He surprised me by his apparent ignorance of the atti 
tude of the Labour Government to Tariff policy. Perhap 
it was that Mr. Bennett was not ignorant of our positioi 
but that he put forward his proposals for Canadian coi 
sumption. The essence of his plan was that Great Britai 
should give Canadian wheat a preference in the Britis 
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Hiarket, and this was to be done by Great Britain putting 
a duty upon imports of wheat from foreign countri^.^ ^ n 
return for this preference for Canadian wheat m the British 
market, Mr. Bennett made a definite offer t^t he would 
improve the existing preferential position of Great Britain 
^iathe Canadian market. The phrase that he used was 
“the addition of a lo per centum increase m prevai^g 
meral tariffs and tariffs yet to be created When Mr. 
[Bennett made this offer it was assumed that he meantthat 
the Canadian general tariff applicable to imports froin 
foreign countries would be raised ten points. I pressed 
him for a definite explanation of what he really meant y 
this 10 per cent, increase. Did he mean that if the present 
general tariff was 30 per cent, it would be incieased^ to 
io per cent. ? I had very considerable difficulty in drawing 
from him a definite meaning of his offer, but eventually 
he explained that the proposed increase of 10 pei cent, 
would mean that if the existing general tariff ^ on a com- 
modity wes 30 per cent, he proposed to raise it to 33 
cent. There was to be no reduction of the tariff on. British 
goods imported into Canada, which in many cases was so 
high as to be practically prohibitive. When this was made 
I clear, the worthlessness of Mr. Bennett’s offer was obvious, 
i and it justified the description of it which was given by 
! Mr. Thomas in a debate in the House of Commons during 

the sitting of the Conference as ‘ ‘ humbug ! ” 

Mr. Bennett’s offer was, of course, completely un- 
acceptable to the British Government, but was supported 
by the representatives of the other Dominions, who were 
interested in other commodities than wheat, such as meat, 
[Wool and fruits. If these demands were to be satisfied, 
they would involve a tariff on all these commodities 
coming into Great Britain from foreign countries. It 
took us some time to drive it into the heads of those 
Dominion representatives that it was useless to discuss 

869 



Tne impenai 


narket, and this was to be done by Great Britain putting 
I duty upon imports of wheat from foreign countri^.^ ^ n 
•etum for this preference for Canadian wheat in the British 
market, Mr. Bennett made a definite offer that he would 
toprove the existing preferential position of Great Britain 
ia the Canadian market. The phrase that he used was 
“the addition of a lo per centum increase m prevailing 
aeaeral tariffs and tariffs yet to be created ”. When Mr. 
Bennett made this offer it was assumed that he meant that 
the Canadian general tariff applicable to imports from 
foreign countries would be raised ten points. I pressed 
him for a definite explanation of what he really meant y 
this 10 per cent, increase. Did he mean that if the present 
general tariff was 30 per cent, it would be increased^ to 
10 per cent. ? I had very considerable difficulty in drawing 
from him a definite meaning of his offer, but eventually 
he explained that the proposed increase of 10 pei cent, 
would mean that if the existing general tariff ^ on a com- 
modity was 30 per cent, he proposed to raise it to 33 _ 
cent. There was to be no reduction of the tariff on British 
goods imported into Canada, which in many cases was so 
hig h as to be practically prohibitive. When this was made 
( clear, the worthlessness of Mr. Bennett’s offer was obvious, 

( and it justified the description of it which was given by 

i Mr. Thomas in a debate in the House of Commons during 

^ * 

the sitting of the Conference as ‘ ‘ humbug ! ” 

Mr. Bennett’s offer was, of course, completely un- 
acceptable to the British Government, but was supported 
by the representatives of the other Dominions, who were 
interested in other commodities than wheat, such as meat, 
fwool and fruits. If these demands were to be satisfied, 

r 

they would involve a tariff on all these commodities 
coming into Great Britain from foreign countries. It 
took us some time to drive it into the heads of those 
Dominion representatives that it was useless to discuss 
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>roposals of this kind. In response to Mr. BennettV 
equest for concrete proposals from us which would im- 
)rove trade relations within the Empire we submitted f© 
;onsideration the questions of bulk purchase, quotas ani 
mport boards. Committees were appointed to examia 
hese proposals, and for a month they wasted time ii 
ireparing reports upon them which every member of th 
!!!onference realised would bring forth no practical results, 
Lfter six weeks of this time-wasting procedure, the Con- 
erence ended with practically nothing accomplished. 

The Dominion delegates were much concerned aboui 
he uncertainty of the existing British preferences on i 
imited number of commodities. They pointed out to us 
hat the Labour Government had declared its intention 
0 abolish all taxes on food, and asserted that the un- 
ertainty arising from this placed them in an insecurf 
)osition. They asked that a guarantee should be givei 
0 them, that over a period of three years this preferenci 
rould be continued. This desire on the part of thi 
Dominion Governments the British Government was abli 
0 concede in a measure, and a resolution was agreed ti 
hat the existing preferential measures granted by th 
Jnited Kingdom to other parts of the Empire would no 
)e reduced for a period of three years, subject to the right 
if the United Kingdom Parliament to fix the Budget froo 
^ear to year. This left the British Chancellor of th 
Exchequer free to do anything in the matter of the existinj 
ireference measures which he might feel disposed to di 
a fixing his Budget from year to year ! 

It was decided, on Mr. Bennett’s suggestion, that 
irther Imperial Economic Conference should be held a 
)ttawa a year hence, but the financial crisis of 1931 pre 
ented that Conference from being held until 1932. 

The description of Mr. Bennett’s proposals by Mi 
homas as “ humbug ! ” created some sensation. Mi 
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Bennett naturally took strong exception to this language, 
md it looked for a time as if he would withdraw from the 
Conference and go back to Canada. The debate in which 
yir. Thomas used this expression was on Imperial Trade. 
T had to wind up the debate on behalf of the Government, 
w speech I had to explain that Mr. Thomas did not 
mean anything offensive in the use of the word “ humbug , 
and that the members who had taken such strong exception 

evidently not aware of the real meaning and 
use of the expression. I had taken the trouble to turn up 
Murray’s Dictionary, and this is what that authority says 

about the word “ humbug ” : 


“This is a word very much in vogue with people of taste and 
fashion. It has indeed a blackguard sound made use of by most 
people of distinction. It is a fine make-way in conversation, and 
some great men deceive themselves so^^egregiously as to make 
them think they mean something by it.” 


I was very sorry for Mr. Thomas over this Imperial 
Conference. As Secretary for the Dominions^ he was 
specially interested in trying to secure something sub- 
stantial as the outcome. The Tory Press had been 
flattering him, declaring that here was an opportunity 
for him to show that he was a great Imperial Statesman. 
If he could have had his own way I feel sure that he 
would have conceded the demands of the Dominions for 
a larger measure of Imperial Preference, involving duties 
on foreign imports which at that time were exempt from 
taxation. He was hampered, however, by the declared 
policy of the Labour Party in opposition to tariffs, ^d 
he realised that he could not hope to succeed in advocating 
a change of our fiscal policy in the face of the opposition 

of his colleagues. 

The speech which he delivered on the occasion I have 
described dashed the hopes of the Tory protectionists that 
he would advocate an extension of Imperial Preference 

871 




Viscount Snowden's Autobiography 

based upon the taxation of food commodities. Instead J 
doing that, he launched out into a most violent attack vm 
the proposals of the Dominion delegates, and ridicule! 
them with a vehemence that I could not have surpassed 

Mr. Bennett, as I have said, was the outstanding figu^ 
among the Dominion delegates. His dictatorial maiuif! 
left the other Dominion delegates with little to do exceJ 
to follow his masterful leadership. Mr. Bennett didn® 
impress me as having much imperial sentiment. To ha 
these imperial problems were simply matters of busin® 
— an opportunity for seeing how much he could get oif 
of others and how little he could give himself. Mr- 
Bennett evidently made this impression upon Mr. Nevills 
Chamberlain at the Ottawa Conference, for Mr. Chamber- 
lain said that that Conference had shown him how veir 
thin the bonds of imperial sentiment had worn. Mr, 
Bennett made a remark in the course of the London 
Conference which caused a good deal of resentment all 
the time. It virtually amounted to a threat that if the! 
British Government would not agree to his policy the 
opportunity might not come again, and Canada would 
have to seek trade advantages by arrangements ’witl 
countries outside the Empire. 

The other Dominion delegates of the Conference cal 
for little comment. Mr. Scullin was the head of the 
Australian Delegation. He was at that time the Labour 
Prime Minister of the Commonwealth. He did not 
impress me as a man of much capacity. He was gifted 
with an irritating fluency which often obscured anything 
of substance there might be in his speech. 

New Zealand was represented by Mr. Forbes, her Prime 
Minister. He was not an eloquent member of the Con- 
ference, but when he did speak he stated his views in a 
few words of unmistakable directness. I liked Mr. Forbes 
very much. He was just a plain, honest farmer, and I 
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^ink he would lay no claim to possess outstanding gifts 

* jf statesmanship. Mr. Forbes was bom in New Zealand, 
and this was the first occasion on which he had visited 
Oreat Britain. Like all New Zealanders he was intensely 
loyal to the British Empire, and he confessed that, apart 
Ifoin the work of the Conference, his visit to England 
liad been a great experience to him, as it gave him an 
opportunity to learn the views of leading men and to gain 
personal knowledge of the conditions here. 

South Africa was represented by General Hertzog, the 
iPriine Minister, who was a familiar figure at Imperial 
Conferences. He was accompanied by Mr. Havenga, the 
Minister of Finance, who still holds that post in the 
National Government of South Africa. Mr. Havenga 
struck me as a man of considerable ability, of sound 
common-sense, with a realisation of what was practical and 

attainable. 

E I came in for a good deal of abuse from the Tory Party 
and the Tory Press, which attributed the failure of the 
Conference to my “ stubborn Cobdenism ”. Whatever 
measure of responsibility for the refusal of the British 
Government to tax the food of the British people for the 
benefit of the Dominions I might have had, it was not 
wholly mine, for there was a considerable majority of my 
colleagues who shared my views on this question. How- 
ever, two years later the Imperial Economic Conference 
assembled at Ottawa, when Mr. Bennett met a British 
Delegation more in sympathy with his demands. 
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CHAPTER LXIX 

Internal Trouble about Unemployment 

J)URING the whole Session, of 193® the q^Gstion. of XJntni- 
ployment dominated the proceedings of the House oi 
Commons, Every few weeks the Tories put down a votf 
of censure on the Government for their failure to solvt] 
the problem. Mr. Thomas was trying energetically to ds 
what was possible within his limited resources to providtj 
employment on public works. In the meantime th 
figures of the U nemployed continued to rise month bj 
month, until by the end of July they had passed the two 
million figure. Mr. Lloyd George was active urging the 
adoption of his programme of spending ,^250,000,000 oa 
the making of roads, the improvement of bridges, fit 
provision of small-holdings, and the development of fit 
telephone system. 

I came in for a good deal of criticism, some of it fron 
our own supporters, because the impression had go 
abroad that I was the hindrance to the raising of i 
large public loan for these purposes. This criticism vit 
quite unjust. Mr. Thomas, Mr. Herbert Morrison (tin 
Minister of Transport who had charge of the roads) ait 
Mr. Arthur Greenwood (the Minister of Health) all boi 
testimony to the truth that I did not oppose the expenoi 
ture of public money on the schemes of their respeefi" 
Departments which they had submitted to me. It wa 
quite true that I was opposed to floating a public loanc 
,(^250,000,000 for undefined purposes. I was quite p« 
pared to raise the money if necessary to carry throng 
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well-thought-out schemes of public works of a useful and 
remunerative nature. But I set my face against -a shovel- 
ling out of money to be worse than wasted to provide work 
of no public utility. 

On the 2ist May 1930, Sir Oswald Mosley, who had been 
associated with Mr. Thomas, resigned his post as Chan- 
cellor of the Duchy of Lancaster because a programme he 
had submitted to the Cabinet had not been approved. A 
few days later, in a debate upon Unemployment, Sir 
Oswald recited in the House the terms of his Memorandum, 
and it therefore became public property. He submitted 
that his proposals would find employment for 730,000 
persons at a cost of ^10,000,000 a year! The finance of 
these schemes would not stand a moment’s consideration, 
and they inspired Mr. Lloyd George to wonder whether 
the Chancellor of the Exchequer would not actually make 
a profit if the transaction were carried through. As one 
instance of the absurdity of his finance he calculated that 
pensions of a week for men at 60 with los. for their 
wives if married, would, provided they were given to 
390,000 persons, over a period of fifteen years involve a 

net cost to the State of ^^2, 500,000! 

The resignation of Sir Oswald Mosley did not come as 
a surprise. He and Mr. Thomas could not get on well 
together, for their temperaments were wholly different. 
I doubt, indeed, if anybody would be able to work with 
Mosley unless he were prepared to meekly follow him. 
During the few years he had been in public life he had 
never remained for long in one Party nor constant to any 
professed views. He entered Parliament as an Indepen- 
dent Tory, afterwards for a short time he was an Inde- 
pendent Liberal, then he joined the Labour Party, and 
he had not been with that Party more than a few months 
before he furnished the Party with proposals for a new 
programme. 
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I never had any faith in the sincerity of Mosley’s 

fessions of Socialism. I was always suspicious of a riel 

man who Came into the Socialist Movement and at 011C5; 

became more socialist than the Socialists. As soon as h 

joined the Labour Party his speeches were violent de. 

nunciations of capitalists and the idle rich, and when 

addressing a Socialist gathering they were interlarded wit| 

frequent references to “my dear comrades”. I can 

understand the working-class Socialist who knows some-' 

thing of the hardships of working-class life sometimes 

expressing bitter feelings about the class which he regards 

as his exploiters, but such things coming from a man like 

Oswald Mosley, who enjoys all the luxuries which Hs 

wealth and social position can command, give me a feelina 

of nausea. Mr. MacDonald warmly welcomed Moslev 

• « 

into the Labour Party. An intimate social relationship 
was established such as never existed between Mr. Mac- 
Donald and the plebeian members of the Labour Party, 

My views of Mosley’s sincerity were very generally 
shared by the Labour members. His past political record 
did not encourage a belief in the sincerity of his latest 
conversion. His attempts immediately after he had joined 
the Party to give the movement a new programme were 
strongly resented. It was felt that he was a man on the 
make, and was using the Labour Movement as an instru- 
ment for satisfying his ambition. Mosley had considerable 
ability. He had a striking appearance, and spoke well. 
He always reminded me of Ferdinand Lassalle, the founder 
af the German Working Man’s Association which later 
Decame the Social Democratic Party. The physical re- 
semblance of the two men was most striking, and they had 
ither characteristics in common. In a conversation with 
i friend recently I mentioned this similarity between 
Mosley and Lassalle, and my friend said: “That is very 
nteresting, for an acquaintance of mine who knows Mosley 
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pell tells me that Mosley is aware of his resemblance to 
^assaUe, and has modelled his own career largely in imita- 
jon of Lassalle.” If ever Mosley had the powers of a 
Jitler or a Mussolini he would be more ruthless and 
merciless, because weaker and vainer, than those two 
jictators . 

I must go back now to the story of his resignation from 
the Labour Government. The rejection by the Govem- 
inent of the schemes embodied in his Memorandum was 
given as the excuse for that action. He was evidently 
under the impression that he would be able to take the 
Labour Party with him in support of his plan, or at least 
disrupt the Party and form a party under his leadership 
out of the dissatisfied elements. Immediately after his 
resignation he sent to the Executive of the Parliamentary 
Party a resolution, which was in fact a vote of censure on 
the Government, and he asked that a special meeting of 
the Labour Members of Parliament should be called to 
discuss this resolution. This meeting was held, and was 
very largely attended. In submitting this resolution 
Mosley spoke for an hour, and recited the proposals 
embodied in his Memorandum. It was a very able speech, 
and would have carried conviction to those who were 
ready to accept the finance of his plan without investiga- 
tion. The meeting was impressed, and he might have 
secured a considerable amount of support for his propa- 
ganda if he had not made the fatal mistake of pressing his 
resolution to a division. This ill-advised action caused 
a revulsion of feeling, for it gave the impression that he 
was more concerned to attack the Government than to 
gain support for his plan. Mir. Henderson tactfully saved 
the situation in a short speech, in which he expressed 
some svmpathy with Mosley’s impatience that more 
was not being done to deal with the Unemployment 
question, but pointed out that if Mosley s vote of 
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censure were carried it might do considerable harm 
the Party. 

When Mosley discovered that the Party was not 
pared to accept him as a new leader he left the Labou 
Party and attempted to form a New Party, which turne 
out to be a fiasco. The advent of this New Party wj 
heralded by a flaming Manifesto in which it was announce 
that the New Party would run 400 candidates at the ues 
General Election. As a matter of fact, it had about tg 
candidates at the 1931 Election, all of whom were defeated 
including Mosley himself. After the failure of this effoi 
he turned his attention in other directions. He went ti 
Italy, saw Mussolini, and the Socialist of a year befor 
became the leader of a movement to establish a Fascis 
State in this country. In his brief political career Mosle 
has been an Independent Tory, an Independent Liberal 
a member of the Socialist Party, the leader of the Nei 
Party, and the leader of a Fascist movement. Where hi 
next evolution will land him remains to be seen. 
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Conferences with the Liberals 

Throughout the Session of 1930, as I have said, the 
Unemployment question was constantly the subject of 
parliamentary debates. On the i8th June a debate on 
the subject took place which had an interesting outcome. 
In his speech on this occasion Mr. MacDonald reverted 
to a suggestion he had made earlier in the session that 
the problem of Unemployment demanded the co-operation 
of all Parties and all men of good-will. It transpired 
that he had already issued invitations to Mr. Baldwin 
and to Mr. Lloyd George to meet together, with such 
friends and helpers as they might choose, to put their 
ideas into a common pool and to see whether from the 
talks a measure of agreement might be reached which 
would enable important legislation to go through the 
House of Commons, not under conditions of being blocked 
and delayed, but under conditions of special facility. 

This invitation to see if agreement could be reached 
to promote non- controversial schemes for dealing with 
Unemployment was publicly accepted by Mr. Lloyd 
George, who followed the Prime Minister in the debate. 
He said: “ In so far as the Party I represent is concerned, 
on their behalf I accept not merely the invitation but 
the whole of the conditions laid down by the Prune 
Minister.” Two days after this debate Mr. Baldwin 
replied to the invitation with a flat refusal to co-operate. 
He pointed out that the Tory Party believed that the 
principal reasons for the decrease in employment were 
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censure were carried it might do considerable harm to 
the Party. 

When Mosley discovered that the Party was not pre- 
pared to accept him as a new leader he left the Laboui 
Party and attempted to form a New Party, which turned 
out to be a fiasco. The advent of this New Party was 
heralded by a flaming Manifesto in which it was announceii 
that the New Party would run 400 candidates at the nes 
General Election. As a matter of fact, it had about tei 
candidates at the 1931 Election, all of whom were defeated, 
including Mosley himself. After the failure of this effoit 
he turned his attention in other directions. He went to 
Italy, saw Mussolini, and the Socialist of a year before 
became the leader of a movement to establish a Fascist 
State in this country. In his brief political career Mosle; 
has been an Independent Tory, an Independent Liberal 
a member of the Socialist Party, the leader of the Ners 
Party, and the leader of a Fascist movement. Where hii 
next evolution will land him remains to be seen. 



CHAPTER LXX 

Conferences with the lAhetols 

Throughout the Session of i93°> ^ have said, the 

Unemployment question was constantly the subject of 
Parliamentary debates. On the i8th June a debate on 
the subiect took place which had an interesting outcome. 
In his speech on this occasion Mr. MacDonald reverted 
to a suggestion he had made earlier in the session that 
the problem of Unemployment demanded the co-operation 
of all Parties and ail men of good-will. It transpired 
that he had already issued invitations to Mr. Baldwin 
and to INTr. Lloyd George to meet together, with such 
friends and helpers as they might choose, to put their 
ideas into a common pool and to see whether from the 
tallcR a measure of agreement might be reached which 
would enable important legislation to go through the 
House of Commons, not under conditions of being blocked 
and delayed, but under conditions of special facility. 

This invitation to see if agreement could be reached 
to promote non- controversial schemes for dealing with 
Unemployment was publicly accepted by Mr. Lloyd 
George, who followed the Prime Minister in the debate. 
He said : “ In so far as the Party I represent is concerned, 
on their behalf I accept not merely the invitation but 
the whole of the conditions laid down by the Prime 
Minister.” Two days after this debate Mr. Baldwin 
repUed to the invitation with a flat refusal to co-operate. 
He pointed out that the Tory Party believed that the 
principal reasons for the decrease in employment were 
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to be found in the lack of confidence in industrial and 
business circles occasioned by the political and economic 
policy of the Government and its supporters, and in 
the excessive burden of taxation laid upon industry in 
the execution of this policy. They believed that the 
most effective contribution which could be made to the 
revival of industry was the wide institution of the policj' 
of safeguarding, and securing a system of preferential 
tariffs with the Dominions and the Colonies. As the 
Government had been at pains to indicate that they were 
opposed to such a policy, Mr. Baldwin could not see 
that any useful purpose would be served by entering 
into a conference where the consideration of this policy 
had been ruled out. 

The refusal of Mr. Baldwin to take part in the con- 
sultations did not prevent the Government conferring 
with Mr. Lloyd George and his friends. Discussions 
began at once at Downing Street between Mr. Lloyd 
George, Lord Lothian and Mr. Seebohm Rowntref 
representing the Liberals, and Mr. MacDonald, Mr 
Vernon Hartshorn and myself. The inclusion of Mr 
Hartshorn in these discussions requires a brief explanation 
At the beginning of June Mr. Thomas had resigned hii 
post as Lord Privy Seal and Minister for Employment 
His position had become intolerable. He had beei 
subjected to violent and unreasonable criticism from al 
Parties because he had not been able to perform a miracli 
in twelve months. He had, however, done a largf 
amount of useful work, though the results made littli 
impression upon the mass of unemployed which througl 
the world depression had been increasing week by week 
He had been instrumental in promoting schemes o 
employment on ptiblic works involving a capital expend! 
ture of over 00,000 ,000, which would provide employ 
ment for 380,000 people for a year. I say in justice t( 
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Mr. Thomas that he achieved as much during the time 
he held this difficult position as it was possible to do in 
the circumstances. Schemes of public works cannot be 
improvised, but require a great deal of preparation. In 
the normal conditions of employment with a 5 per cent, 
figure of unemployed the schemes which Mr. Thomas 
promoted would have made a striking contribution to 
the problem of Unemployment. However, Mr. Thomas, 
in view of the criticism to which he was exposed, felt 
that he could no longer continue in the uncomfortable 
post he had held for twelve months, and he was trans- 
ferred to the less exacting position of Secretary for the 


Dominions . 

The Prime Minister took advantage of Mr. Thomas’s 
resignation to recast his Government. Mr. Vernon 
Hartshorn, who had been Postmaster-General in the 
first Labour Government, was not included in the new 
Labour Government because at that time he was in India 
as a member of the Indian Statutory Commission. He 
had now returned, and it was felt that he ought to be 
given some post in the Government at the earliest 
opportunity. So he was made the new Lord Privy Seal, 
and, though he was not to be responsible for answering 
questions on Unemployment in the House of Commons, 
he was to be associated with the Prime IMinister, who 
had undertaken to supervise the efforts of the Departments 
to provide employment. Mr. Hartshorn was one of the 
Welsh miners’ leaders, and had been an active Socialist 
for a good many years. On mining matters he w^as 
always listened to in the House of Commons with great 
respect, not only for his ability but for his modesty and 
unpretentious manner. He died very suddenly about 
two years ago, and his death was a great loss to the 
Miners’ Union, where he had exercised a moderating 


influence . 
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Among the other changes in the Government which 
were made at this time was the appointment of Dr. 
Addison to the office of Minister of Agriculture and, 
Fisheries in place of Mr. Noel Buxton (now Lord Noel- 
Buxton). Dr, Addison, who was a comparatively ne^ 
recruit to the Labour Party, at the formation of the 
Labour Government had been given the post of Parlia- 
mentary Secretary to the Minister of Agriculture. 1 
was surprised that he and Mr. Noel Buxton had been 
able to work together, even for twelve months. Dr. 
Addison was an energetic, pugnacious person, and not 
likely to be satisfied with a subordinate Ministerial post 
Mr, Noel Buxton, on the other hand, had a kind and 
rmassertive nature and, unfortunately, was not in the, 
enjoyment of very good health. So he was sent to the 
House of Lords, and Dr. Addison then ran the Board 
of Agriculture. 

The conferences between Mr. Lloyd George and his 
colleagues and the Labour Ministers were of a friendlj 
character. We laid before them all the plans we were 
considering for dealing with Unemployment, and the 
Liberals on their part submitted their schemes whicii 
had been put in pamphlet form under the title of Hm 
to tackle Unemployment. I think we succeeded in con- 
vincing Mr. Lloyd George that we were really trying to 
put forward practical schemes for dealing with the 
problem, and especially to devise a comprehensive plan 
of land settlement and the better organisation of agri- 
cultural production and distribution. 

I will do Dr. Addison the justice to say that he was 
a most energetic Minister of Agriculture. He produced 
an Agricultural Land Utilisation Bill which was the mosi 
important Measure presented to Parliament up to thai 
time by the Labour Government. This Bill was no 
introduced until November 1930, and on the Seconi 
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Reading it received an enthusiastic welcome from Mr. 
Lloyd George, who said: “This is a Measure after my 
own heart. ... I am glad the right hon. gentleman 
has had the boldness, courage and enterprise to introduce 
it and so far as I am concerned and my friends also, I 
wiU gi^ him whole-hearted support^ in any measures he 

takes to carry it through Committee . 

This Bill passed through the House of Commons in 
February of the next year, and then encountered a rather 
stormy passage in the House of Lords. There is nothing 
that will rouse the House of Lords so much as an attack 
upon landed interests. On several days during the 
Committee Stage of this Bill the Lords sat until after 
midnight, an event of very rare occurrence. The Lords 
made a considerable number of amendments to the Bill, 
but it finally passed into law substantially in the form 
in which it was introduced. It does not, however, 
appear to have been utilised to the extent which had 
been expected by its promoters. 


Parliament adjourned on the August 193*^ until 
28th October, when a new session opened which was 
destined to have a momentous effect on the political 

life of Great Britain. 

During the Parliamentary recess we had one or two 
conversations with Mr. Lloyd George on the Unemploy- 
ment situation, and we kept him informed of what we 
were doing and of the legislation we were preparing for 
the next session of Parliament. On the i8th September 
1930, Mr. MacDonald and myself had an important talk 
with him and Lord Lothian in the Cabinet Room at 
Downing Street. We gave them an outline of an Agri- 
cultural Bill we proposed to introduce in the autumn, 
and discussed with them various suggestions which were 
being made and pressed upon the Government from 
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•utside, including a Wheat Quota, Import Boards aw 
5ulk Purchases. Mr. Lloyd George was against th- 
Vheat Quota, and was sceptical about the practicability 
•f Import Boards and Bulk Purchases, a view which I 
hared. He was not satisfied with the rate of progress 
phich was being made with road development, and par- 
icularly with plans for the improvement of the rural* 
oads. He was anxious to see a big extension of the 
elephone system, and suggested that a Board of business 
nen should be appointed to advise the Post Office on 
his matter. He was dissatisfied with what was being 
lone on the Housing question, and we promised to send 
lim a full Memorandum on this subject outlining our 
)lans on Rural Housing. 


When we had finished our talk on these matters, Mr. 
ivloyd George raised the question of the future of the 
i^arliamentary relations between the Government and the 
iiiberal Party. He said that the Liberals could not 
)romise to continue to support the Government in 


'arliament unless they could get something in return 
3 r their support. The co-operation of the Liberals in 
hie coming session would be dependent upon a defimte 
nderstanding that the Government would introduce and 
ass legislation for Electoral Reform. The Liberals did 
ot want office, but they did demand proper Parliamentarj 
epresentation. They attached supreme importance tc 
reform of the electoral system vrhich would give th( 
dberals the representation in Parliament to which the; 
/■ere entitled by their voting strength in the country . 

He indicated that the Tories were open to bargai] 
/"ith him. The Tories were prepared to promise n 
pposition to Liberal M.P.’s at the next General Electio 
/■ho ■would help them to turn out the Labour Governmen 
nd in the next Parliament they would undertake to pai 
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legislation, for the introduction, ox a system of Proportional 
Representation. Mr. Lloyd George did not want to 
enter into any alliance with the Tories, and would prefer 
to continue co-operation with the Labour Government 
provided we would pass such a measure of Electoral 
Reform. He thought it likely that the House of Lords 
would reject a Reform Bill, and in that case it would have 
to be passed under the provisions of the Parliament Act. 
Xn that case the Labour Government must be kept in 
office for the two years necessary to overcome the 
obstruction of the House of Lords. If the Labour 
Government would agree to his terms, the Liberals in 
Parliament would support the Government until Electoral 
Reform had been secured. He did not think that there 
ought to be much difficulty in coming to an understanding 
of this sort . It was not likely that the Labour Government 
would introduce legislation which the Liberals would 
oppose. The only Measure which might create difficulties 
was the Trade Union Bill, which he understood the 
Government would introduce in the coming session. He 
understood that the Government would propose to 
restore the position in regard to the political levy to where 
it stood before 1927, when the Tory Trade Union Act 
reversed the practice. The majority of the Liberal 
members would be unable to support such a change, but 
if such an understanding as he was suggesting could be 
reached, he had no doubt that the Liberals would try to 
avoid the defeat of the Government on this issue. 

It may be remembered that in the previous November 
the Prime Minister had reluctantly agreed under pressure 
from the Liberals to appoint a Committee to consider the 
question of Electoral Reform. The ex-Speaker of the 
House of Commons — ^Viscount Ulleswater agreed to act 
as Chairman of this Committee. The conduct of the 
Labour members of this Committee reflected no credit 
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upon them. From the beginning of its proceedings tin 
Labour members deliberately set themselves to make the 
Conference abortive. Mr. MacDonald was well kno-wi 
to be opposed to both Proportional Representation an4 
the Alternative Vote. He had written a good deal upon 
this subject, and had led the opposition to a change frou 
the existing method in various Labour Conferences. Ht 
has, however, expressed different opinions at differest 
times, and he appears to have been swayed in his view 
on the question by the results of particular General 

Elections. 

When the result of a General Election gave the op 
ponents of the Labour Party a Parliamentary majority oui 
of proportion to the votes they had polled at the Electioa, 
he thought a change in the electoral system was desirable, 
In 1924, writing on the result of the Coalition Electioa 
of 1918, he said: “Proportional Representation withal 
its deficiences alone seems to have formed a practical 
working scheme”. In 1929, when the Labour Party was 
gaining an advantage from the existing system, he saidia 
an interview quoted in the Manchester Guardian on jtli 
June 1929: “Proportional Representation is impractic- 
able . . . in any case the alteration of the franchise ia 
England had no interest for the Labour Party”. 

Gn the 17th July 1930, Viscount Ullswater, the Chair- 
man of the Conference on Electoral Reform, wrote to tht 
Prime Minister to say that “no good purpose would bt 
served by prolongation of the labours of the Committee, 
The main purpose of the Committee — namely , some 
general agreement as to the amendment of our electoral 
aws — had failed, as no agreement had been reached or 
^as likely to be reached. The Conference could onlyat 
e best submit a few resolutions carried on Party lines, 
his would not fulfil the purpose which was in view whea 
e Conference was appointed. I have, therefore, to 
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nform you with regret that our proceedings have been 
liscontinued.” 

The Labour members of the Committee had all through 
he Conference opposed and voted against any change in 
he present system of Parliamentary elections. The 
Liberal and Conservative sections of the Conference had 
roted in favour of Proportional Representation. The 
Liberal section of the Conference explained that in the 
event of Proportional Representation not beiug accepted, 
they would be prepared to consider the adoption of the 
Alternative Vote as being preferable to the present system. 
The Labour section explained that none of them was 
willing to support the Alternative Vote per se\ but some 
of them were prepared to accept it on condition that other 
reforms were adopted at the same time. The opposition 
of the Labour members of the Committee, which reflected 
the views of the majority of the Labour Party, was dictated 
by the belief that they gained an undue advantage under 
the existing system. At recent General Elections the 
Party had secured a number of seats far beyond the number 
to which they were entitled by the number of votes they 
had received. The gamble of the General Election had 
gone in favour of the Labour and Conservative Parties at 
the expense of the Liberals. At the General Election in 
1929 the Liberals had polled 5,300,000 votes, and had 
secured only 58 seats. The Labour Party and the Con- 
servatives, who together polled 17,000,000 votes, secured 
550 seats, which was 100 more than they were entitled to 
on their voting strength. Under Proportional Representa- 
tion the Liberals would have secured about 140 seats. Every 
Liberal member in the new Parliament on the average 
represented 90 ,000 votes , each Conservative member 3 9 ,000 , 
and each Labour member 29,000. This was a result with 
which the Liberals could not be expected to be satisfied, 
and they were perfectly justified in claiming fair-play. 
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Following upon the understanding with Mr. Lloyd 
George that an Electoral Reform Bill would be introduced 
in the new session which was to begin on the 28th October 
1930, we arranged that a. consultation should take place 
between the Liberals and ourselves as to the scope of tk 
Measure. In these consultations the Labour Government 
was represented by Mr. Henderson, Lord Arnold and 
myself, and the Liberals by Sir Herbert Samuel, Mr. 
Ramsay Muir and Sir Archibald Sinclair. 

We made it clear to the Liberal members of this Con- 
sultative Committee that whatever our personal views 
might be there was no possibility of the Labour Party in 
Parliament agreeing to Proportional Representation. For 
myself, I was a strong supporter of Proportional Repre- 
sentation. I had advocateci this reform in Labour Con- 
ferences and had often spoken in support of it in the 
coimtry. The Liberal members of this small Committee 
realised our position, and did not press for the introduc- 
tion of Proportional Representation. They rightly in- 5 
sisted, however, that something would have to be done in 
the Bill to remove the absurd anomaly of the existing 
system, so our conversations turned upon the possibility of 
the Alternative Vote. Finally it was agreed that the Bill 
should include a plan for the use of the Alternative Vote. 

The Electoral Reform Bill was introduced into the 
House of Commons in February I 93 ^> and, in addition 
to making provision for the Alternative Vote, it contained 
a number of minor electoral reforms. The House of 
Lords made a number of important amendments to the 
BiU, and returned it to the House of Commons ten days 
before the end of the session. The Commons was busy 
winding up the work of that part of the session, and had 
no time to consider the Lords’ amendments to the Bill. 
These were to be considered when the House of Commons 
assembled in the autumn. 
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Before the House reassembled the Labour Government 
resigned, the National Government was formed, and 
nothing more was heard of the Electoral Reform Bill. 

The Labour Party, to whose dilatoriness the loss of 
the Electoral Reform Bill was due, paid bitterly at the 
next General Election for their opposition to Proporfonal 
Representation. The result of the General Election of 
October 1931 exposed the grotesque absurdity of the 
present electoral system. The “National” candidates 
polled a total of 14,600,000 votes, and the Labour Party 
6,648,000 votes. The National candidates polled in the 
gggj-gg^^e not many more than twice the number of 
votes given for the Labour candidates, but they secured 
more than ten times the number of seats. If that Election 
had been fought on a system of Proportional Repre- 
sentation, the Labour Party would have returned about 
200 members in place of the 52 seats they won. The 
Labour Party themselves were responsible for this 
electoral massacre. There are no signs that they have 
realised the blunder they made. They appear to be 
expecting that the next General Election will give them 
the advantage of the gamble and the chance of winning 
seats to which they are not entitled on the actual votes 

they have polled . 
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The Serious Financial Position 

By the end of 1930 the financial and trade position of 
the country was causing me grave concern. The world 
economic blizzard was then blowing with full blast, 
During the year the figures of the unemployed had risen 
from 1,303,000 to 2,230,000. Our export trade had 
declined by 30 per cent. The revenue was falling. The 
effect of this depression on the prospect for my nes 
Budget was a very grave one. It was already clear tha 
at the end of the financial year in March I should bi 
faced with a very serious Budget deficit. 

The previous year, it will be remembered, had ended 
with a deficit of ^^14,500,000. In my Budget in April 
1930 I had made substantial increases of taxation, and 
the expected yield from these taxes was not being realised. 
So far as I could estimate, three months before the end 
of the financial year, I might be faced with a deficit of 
3(^40,000,000 on the current year’s account. 

But that was not the worst of the prospect in front 
of me. National expenditure was increasing, and we 
were borrowing for the Unemployment Insurance Fund 
at the rate of ,^40,000,000 a year, and the cost of Transi- 
tional Benefit was adding a large sum to the Exchequer 
expenditure. I was appalled at the prospect of having 
to make another large addition to taxation, and yet I 
felt that the country could not afford a Budget which 
was not balanced. There were already signs that out 
national finances, and especially the continuously in- 
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creasing load of debt upon the Unemployment Insurance 
Fund, were being watched and criticised abroad. 

The Bank of England was already feeling the conse- 
quences of the weakening of the confidence of foreign 
markets, and there was at that time a steady trickle of 
money from London. In these circumstances it was 
plain to me that it was to the expenditure side of our 
national accounts that we must turn our attention to 
secure a sound budgetary position. Unpalatable as it 
might be to the Labour Party to abandon for the time 
being expectations of an increased expenditure on the 
social services, that course would have to be adopted 
if financial stability was to be maintained. By this time 
I had received the first draft of the estimates of the 
expenditure for next year. These estimates showed no 
recognition of the necessity for reduction — on the con- 
trary the Civil Estimates showed a large increase, mainly 
due to the alarming increase of the Exchequer charge for 
Transitional Benefit which had risen from ^10,000,000 
in 1930 to £30,000,000 in 1931. It was this liability 
which upset the balance of the current year’s Budget, 
and it was the main cause of the difficulties with which 

I was going to be faced next year. 

This, briefly stated, was the financial position and 
outlook at the end of 1930. It was a situation which was 
more or less known to outside financial and commercial 
experts, and a widespread demand for a drastic reduction 
of national expenditure was growing. Meetings were 
being held in the City and elsewhere with the object of 
enforcing an economy programme upon the Government. 
Placed in a position similar to but more desperate than 
our own, other countries were making drastic reductions 
of their expenditure. The British Government was 
pressed to follow these examples. Knowing the serious- 
ness of our own position from the inside, and knowing 
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that it was more desperate than these outside critics 
fully realised, I welcomed this agitation for a reduction 
of expenditure because I realised that no Government 
could embark upon a drastic reduction unless it were 

supported by a strong public opinion. 

The main difficulty in the way of reducing national 
expenditure was the fact that the great bulk of it 'was 
made up of such items as Debt Interest, Old A.ge an^ 
Widows’ Pensions, War Pensions, Derating and Housim, 
Grants, Pay and Pensions of the Army, Navy and CM 
Service, which were charges fixed by Statute, If a 
satisfactory budgetary position was to be secured, drastic 
economies would have to be enforced and interference 
with statutory obligations would have to be made. Such 
proposals would meet wdth violent opposition in cjuarteis 
which for years back had come to regard the normal 
course of national expenditure on the social services to 
be a progressive increase, with no realisation that the 
country could not afford to go on piling up expenditure 
without sooner or later bringing it to a condition of 

bankruptcy. 

In February 1931 the House of Commons came to my 
assistance. The Tories put down a Motion in the 

following terms : 

“That this House censures the Government for its policy ol 
continuous additions to the public expenditure at a time whei 
the avoidance of all new charges and strict economy of th 
existing services are necessary to restore confidence and tc 
promote employment.” 

To this Tory Motion the Liberals moved an Amendmen 
in the following words : 

“That this House considers that, having reprd to the eftec 
of the present burden of taxation in restricting industry ari 
employment, the Government should at once appoint a sinal 
and independent Committee to make representations to Mr. 
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Chancellor of the Exchequer for effecting forthwith all practical 
and legitimate reductions in the national expenditure consistent 
with the efficiency of the services.” 

This memorable debate took place on the iith February 
1031. Sir Laming Worthington-Evans moved the Tory 
vote of censure, and recited an appalling list of extrava- 
gances and financial crimes of which he alleged the Labour 
Government had been guilty. At the conclusion of this 
speech I rose at once before the Liberal Amendment was 
called. The earlier part of my speech was devoted to an 
ordinary debating reply to the mover of the Tory vote of 
censure. I dealt vigorously with the financial record of 
the late Torj’’ Government, and exposed the promises 
which the Tory Party had made at the General Election 
af 1 924 to carry out expensive schemes of social reform — 
promises which had helped them to get their majority. 
During the five years of the Tory Government which 
we had succeeded, national expenditure had increased, 
and the Government had made no real effort to secure 
a reduction. 

It seemed as though this debate was going to be con- 
fined to a Party squabble, and would end by contributing 
nothing towards the solution of the very formidable 
problems with which the country was faced. Had the 
debate ended with nothing more useful than the repre- 
sentatives of the different Parties throwing stones at each 
i other it would soon have been forgotten. But near the 
ad of my speech I turned away from Party recrimination 
0 speak seriously about the actual national financial 
rosition. The House was soon hushed into a deep silence, 
he members realising that a statement of the utmost 
pravity was being made. I took the House of Commons 
ind the nation into my confidence, and made a frank and 
idl disclosure of the serious financial situation. As this 
part of my speech made a tremendous sensation in the 
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House of Commons and throughout the country, and had 
an important influence on later developments , I think !; 

must quote it fairly fully : 

“ In spite of what I have said now, having pointed out tht 
difficulties, I say with all the seriousness I can command that 
the national position is so grave that drastic and disagreeable 
measures will have to be taken if Budget equilibrium is to be 
maintained and if industrial progress is to be made. An ex- 
penditure which may be easy and tolerable m prosperous times 
becomes intolerable in a time of grave industrial depression, 
The right hon. gentleman made a quotation from my last 
Budget speech that I was anxious to avoid the imposition of any 
further imposts upon industry. In view of the deeper depression 
since that time, I feel the importance of that statement today 
more than I did twelve months ago. I believe, if I may put it 
so bluntly as this, that an increase of taxation in present con- 
ditions which fell on industry would be the last straw. Schemes 
involving heavy expenditure, however desirable they may be, 
will have to wait until prosperity returns. This is nec^ssary- 
I say this more particularly to my hon. friends ^ behind— tc 
uphold the present standard of living, and no class will ultimately 
benefit more by present economy than the wage-earners . I havi 
been in active political life for forty years, and my only objec 
has been to improve the lot of the toiling millions. That is sti 
my aim and my object, and if I ask for some temporary sus 
pension, some temporary sacrifice, it is because I believe tlif 
that is necessary in order to make future progress possible. 

‘‘The Budget position, as the right hon. gentleman^ said, 
serious. It is no secret that I shall have a heavy deficit at th 
end of this year. No Budget in the world could stand such a 

excessive strain as that which has been placed upon it ^ 
increase of unemployment during the last twelve months. Tr 
depression has affected both sides of the Budget. Expenditui 
has increased, revenue has declined. There is this fact which 
think we sometimes ignore. Productive capacity has now falh 
off by 20 per cent. That means 20 per cent, less in those r 
sources from which the Exchequer must draw its revenu 
Capital values have fallen, except in the case of gilt-edged stocl 
And may I say, in reply to what the right hon. gentleman statf 
about .British credit, that, in spite of the depression, Briti: 
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credit is standing higher today than it has done during the last 
five years. Of course, I do not mean exactly at this precise 
moment, but taken over a few weeks. 

“We have the burden of War Debt. I do not want to give 
offence to anybody when I make this statement, that when the 
history of the War in which that Debt was incurred, its reckless- 
ness, its extravagance, commitments being made which were 
altogether unnecessary in the circumstances at the time, when 
that comes to be known, I am afraid posterity will curse those 
who were responsible. Though the industrial slump has affected 
this country so seriously, we have suffered less than others of 
the great industrial countries of the world. Their budgetary 
positions are worse than ours. I am quite familiar with whm 
the right hon. gentleman has said about the talk which is going 
on in certain quarters, but I am sorry to hear that the right hon. 
gentleman associated that with the responsibility of a Socialist 
Government. This is not a situation and this is not an occasion 
when people should talk of taking action which might rum the 
country in order to gain a Party advantage. 

“There is, as the right hon. gentleman said, one vulnerable 
spot in our position, and that arises from the fact that we are 
the world’s great financial centre. It is quite true, as he said, 
that if there were well-grounded fears that this country’s bud- 
geting was not sound, then it might have disastrous consequences, 
which would have their repercussions abroad. It is quite trae 
that other countries are watching, and we must maintain our 
financial reputation. That we can do. Our position is funda- 
mentally sound, sounder than that of any other country in the 
world, and all that is required is an effort to get over the present 
temporary crisis, and that can be done without any very great 
efforts. It will involve some temporary sacrifices from all, and 
those best able to bear them will have to make the largest sacri- 
fices. In the general sacrifice, the Members of the Cabinet are 
prepared to make their substantial contribution. As I have said 
before, this is a problem which no Party can solve, but the 
country and the House of Commons must realise the gravity of 
the position. Instead of Party bickering, which we can resume 
later, we must unite in a common effort to take effective measures 
to overcome our temporary difficulties and to restore our former 
prosperity.” 
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It is difficult to convey an impression of the effect of 
this statement. Members turned deadly serious, ani 
listened with strained attention to this unexpected develop- 
ment of the debate. It was felt that a House which a fei] 
minutes before had been cheering the familiar reproachs 
on an ordinary Party occasion now realised that it was 
faced with a situation which would demand the co-opera- 
tion of all Parties. The task was too big for one Party, 
and a rmited national effort would be needed to deal witli, 

the crisis. 

After my statement, Sir Donald Maclean moved the 
Liberal Amendment in a brief speech, in which he said 
that my grave warning was not unworthy of some of mj 
great predecessors. Then the House emptied, and 
members congregated in the Lobbies, the library and tk 
smoke-room to discuss the statement. Its effect on tk 
Labour members was stunning. They regarded this ai 
the end of their hopes that the Labour Government wouk 
proceed with a policy of spending public money on extra- 
vagant schemes of social reform. I was very sorry for tk 
Labour members . I had so phrased my statement as to 
prepare them gradually for the unpleasant truth, and tk 
abandonment for the time being of schemes upon whkl 
they had set their hearts. The Left Wing members ol 
the Labour Party at once began to express their dissatk 
faction and disgust with the statement. One of then 
declared: “It’s bigger, not smaller, Budgets we want!' 
They shewed not the least appreciation of the nati 
situation, nor of the fact that the decline in revenue and 
in trade made it impossible to carry out a policy of in- 
creased expenditure which might have been possible when 
trade was booming and revenue was expanding. The 
more moderate members of the Labour Party expressed 
fears about wage standards as well as insurance benefe 
and my reference to schemes, desirable in themselves 
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liaving to wait until more prosperous times disturbed 
some of the Liberals, who were advocating large-scale 
expenditure upon an employment policy. I had purposely 
refrained from going into details in my statement, waiting 
for a further opportunity to do so. 

Next morning the Press of the country reflected the 
sensation which had been made in the House of Commons. 
All the newspapers appeared with large-type cross-page 
headings. My speech was described as the gravest state- 
ment which had been made by a British Chancellor of 
the Exchequer for fifty years. The Daily Herald, the 
organ of the Labour Party, took a very reasonable line. In 
an editorial article it said : 

“ The countrj' realises to the full the seriousness of the crisis 
which faces it, and none realise it more fully than the workers, 
whose sufferings from it are the heaviest. The crisis is upon us 
and must be met, and to meet it Mr. Snowden calls upon the 
whole nation for the courage to make sacrifices. To that call 
the nation will respond. It is prepared to face the crisis with 
that same courage and that same resolution that has long been 
its habit. The tenacity of the British will be shown now. That 
which needs to be done will be done. That which needs to be 
endured will be endured. But in this national struggle tliere 

must be a national solidarity.” 

In view of the reasonable desire of the Labour members 
for a fuller explanation of what was involved in the state- 
ment made in the House of Commons, we arranged the 
following week a meeting of the members. There was a 
crow''ded meeting, expectant and perplexed. I spoke for 
half an hour, and discussed the facts of the financial 
situation. I told them that from the best data available 
at the moment I expected there would be a deficit of 
£^opoo,ooo at the end of the financial year in March. In 
such circumstances it was perfectly idle to talk of going 
on as though things were normal, as there comes a time 
twhen the tactful thing to do is to retreat to advance. I 
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:old them that I felt it would be criminal upon my paj 
lot to warn the Party of the dangers ahead. The ack 
;est of democracy was whether the leaders had the courage 
:o tell their followers the disagreeable truth. The full 

ilast of the economic blizzard had come on my head. I , 

,1 

lad a very disagreeable and unpleasant job, and it was not ' 
nade easier if every step I took was treated with suspicion 
md charges of perfidy. If my critics would take my job 
[ was perfectly ready to hand it over to them. I believed 
:hat when the Labour Movement realised that it was 
lip against hard facts it would not shrink from facing 
them. 

The small Left Wing element in the Party who had beei 
30 vocal outside in denouncing my House of Common! 
statement were very mild in the discussion which followed 
my speech, and could only suggest that I was trying to 
scare the Party. They made a demand for a further 
meeting of the Party so that a general discussion could 
take place. The meeting, however, rejected this sugges- 
tion, and further procedure was left in the hands of tk 
Consultative Committee. My speech created a profound 
depression among the members, and they clearly left tk 
meeting with a feeling that their old foundations had beei 
swept from under them. 

The Liberal Amendment to the Tory vote of censuri 
which had called for the appointment of a small Com-- 
mittee to see what economies could be made in national 
expenditure was carried by 469 votes to 23 against. Tbe: 
minority consisted of Left Wing Labour members, who 
recorded their votes as a protest against my speech, h 
consultation with the three Parties, I proceeded at once 
to make arrangements for the appointment of such a 
Committee. It had been arranged with the Liberals and 
the Conservatives that the Committee should consist of a 
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Chairman, and six members, two being suggested by each 
Party. I was able to induce Sir George May, who had 
recently retired from the position as head of the Prudential 
Insnrance Company, to accept the position of Chairman. 
The Committee was given the following terms of 

reference : 

rccominendatioiis to the Chancellor of the Ex~ 
chequer for effecting forthwith all possible reductions in the 
national expenditure on Supply Services, having regard especi- 
ally to the present and prospective position of the revenue. In 
so far as questions of policy are involved, in the expenditure 
under discussion , this will remain for the exclusive consideration 
of the Cabinet, but it will be open to the Coinmittee to review 
the expenditure and to undertake the economies which may be 
effected if particular policies were either adopted, abandoned 

or modified.” 

The Committee got to work at once. It made a thorough 
nvestigation of the expenditure of the various Depart- 
nents, and by the end of July it presented its Report, 
which in its thoroughness and exhaustiveness was a 
monument to the way in which the Committee cariied 

out its duties. 
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The First 1931 Budget 

Three weeks after my speech in the House on economy, 

I was suddenly struck down with an internal disorder 
v/hich necessitated a serious operation. This misfortune 
kept me away from the House and the Treasury for seven 
weeks, and it naturally gave rise to doubts whether I 
should be able to prepare and deliver the Budget State- 
ment. The operation was very successful, and all that I 
needed was time to recuperate. I never had any doubt 
that I should be fit to present the Budget, but I fixed the 
date rather late in April so as to be quite sure that I should . 
be able to undertake the task. The date was fixed for j 
Monday, the 27th April. I went up to London on the I 
Friday before to meet the Cabinet , to whom I gave an ^ 
outline of the Budget proposals. A few of my Cabinet 
colleagues had been down to Tilford to see me during my 
convalescence, and they were not surprised to see me on 

this Friday looking quite fit. 

We spent a quiet week-end at ii Downing Street, and 
on Monday I went across to my room at the Flouse of 
Commons and rested until the time came for my presence 
on the Treasury bench. 

I would like to mention that Mr. Baldwin had previously 
approached Mr. MacDonald with a suggestion that if the 
Opposition could do anything by way of making my task 
easier they would be delighted to do it. I very much 
appreciated this kindly consideration. The only diver- 
gence from the usual proceedings in presenting the Budget 
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was that by arrangement with the Chairman of Ways and 
Means I omitted that long and tiresome and unnecessary 
exposition of the details of the income and expenditure of 
the previous year. I have always regarded this statement 
as being quite unnecessary in the Budget Speech, for all 
the information is contained in a Blue Paper which is in 
the possession of members before the Budget is opened. 

In the words of the chairman of a company meeting, on 
this occasion this part of the usual Budget Speech was 
“taken as read”. I had, however, prepared the usual 
analysis, and this was incorporated in the official report of 

my Budget Speech. 1,1 

When I entered the Chamber after seven weeks absence 

I met with an extremely kind reception from all Parties. 

I got through mv speech without feeling the least physical 

lect • indeed, all the newspapers remarked upon this. 

They all said that I looked better than I had done for a 

longtime. One newspaper, commenting on this, said that 

when I took my spectacles out of the case I closed it mth 
a snap which was heard all over the Chamber, and which 
seemL to say “ Of course I am all right! What s all tffis 
about?” The House was unusually crowded, even tor 
a Budget Day, the side galleries being thronged with 
members who could find no seats on the benches on h e 

floor of the House, while every available place m the 
Peers’, the Distinguished Strangers’, and the Ladies an 

Public GaUeries was occupied. T ^ ^ 

The previous financial year had eiided with a _ _ 

of /23 ,276 ,000, instead of an estimated^ surp us o^ 

£2,236,000. Revenue had fallen . 

bv fi'\KKo,ooo, and expenditure had exceeae ^ 

y ^ ^ 3>55 This was a better result than 

estimates by ^ ^ ^ ™ rr 

I had expected some months before. The e e 

trade depression on the revenue did ^ 1 

show itsdf_ fuUy^ Income-Tax and Surtax are assessen 
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upon incomes of previous years, and new expenditure docs 
not usually mature until the following year’s Budget . 

Although the last year’s accounts, as I have just men- 
tioned, showed a deficit of over ,^33 ,000,000, there was 
in reality no deficit at all, but a considerable surplus, 
During the year the large sum of ^66,830,000 had been 
paid into the Sinking Fund. 

In compiling the estimates of revenue, I took a fairlj 
sanguine view of the prospects for the current year, and 
estimated the total Inland Revenue at ,^10,000,000 more 
than the receipts of the previous year. I had to meet in 
the current year an increase of £%,ooo,ooo in the cost of 
the interest and management of the National Debt. The 
increase in the cost of the Supply Services I estimated 
at ,(^9,000,000 more than the actual expenditure of the 
last year. On these estimates of income and expenditure 
for the current year I had a prospective deficit of 
;C37>366,ooo. This was sufficiently appalling, and the 
only consolation to be derived from it was that it was not 
so bad as at one time I had feared. 

Having arrived at this figure, the problem that faced 
me was how to meet this deficit and to balance the Budget. 
As I had stated in my speech in the Economy Debate I 
was anxious, if at all possible, to avoid increasing taxation 
this year. In the previous year I raised the Income-Tax 
from 4s. to 4s. 6d., increased the rates of Surtax and 
of Estate Duties, and raised the Beer Duty. The state of 
trade was now so bad (the figures of the unemployed had 
risen to 2,600,000) that I must avoid a further increase of 
taxation, and in preparing the Budget I turned my atten- 
tion to finding ways and means by which the deficit miglit 
be met without any further burdens upon the tax-payers. 
There was in existence a fund known as the Exchange 
Account, consisting of ,(^33,000,000 advanced from votes 
of credits during the War. It had been used as a fund 
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for the purchase of dollar currency for the 

our debt to America in advance of payment at a time when 

the market was most favourable. This ^ 

of International Settlements. From this fund I took 
fzo, 000,000. It might be urged that this was meeting 
a current expenditure not from revenue but from capit . 
There was nothing whatever in this criticism, as 
providing in the Budget a sum of £5^.500,000 towards 

the Sinking Fund. 1 , , „ 

Some years previously an arrangement had been mad 

bv which Income-Tax was paid in two equal half-yearly 
histalments in January and July. This was a concession 
to the tax-payers at the expense of the Exchequer .1 
never been quite convinced of the fairness to the Exchequer 
of this arrangement, though, no doubt, it was a great con- 
venience to the tax-payers. The whole of the Income-Tax 
under Schedule D is properly due on the ist January , and 
when the whole is not paid then the unpaid portion is, in 

fact, in arrears. So I made a change f 

three-quarters of the Income-Tax instead of half should be 
paid in January, and the remaining quarter in July . i tns 
alteration would give an additional sum of £10,000,000 
for the current year’s revenue. I was still left wit a 
deficit of £7,500,000, and this I wiped off by an increase 
in the Petrol Duty from qd. to 6d. per gallon. I his was 

the simple way in which I balanced the Budget. 

The Budget on the whole had a favourable reception. 
That was probably due more to a feeling of relief that 
had been able to avoid the imposition of heavy additional 
taxation than to the merits of the Budget itself. In view 
of the well-known financial position of the country, a lary 
addition to direct taxation had been generally expected. 
After the feeling of relief had worn off there was some 
criticism that I had not followed up in this Budget the 
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statement that I had made in February as to the need for 
a reduction of National Expenditure, and imposed the 
sacrifices which I had then suggested would be necessary 

I * 

if the budgetary position was to be placed permanently 
upon a sound foundation. 

That criticism missed altogether the motive I had in 
producing what I admitted was a “stop-gap” Budget. It 
would have been quite impossible at that time to get the 
support of the House of Commons to drastic reductions 
of expenditure and to the imposition of heavy additional 
taxation. The question of National Expenditure had been 
remitted to the May Committee which was then at work, 
and I had no alternative but to await the Report of that 
Committee, when I should have its authority for pro- 
posing reductions of expenditure. I anticipated then that 
when the Report of this Economy Committee was made 
a second Budget in the autumn would become necessary. 
The methods by which I had managed to balance the 
Budget I admitted could not, perhaps, be defended by the 
canons of financial orthodoxy, but they could be justified 
as legitimate devices in those times of financial stringency, 
so long as they were recognised to be devices of a temporaiy 
nature. 

At the time the Budget was disclosed this was the im- 
pression that was made upon the House, and it was 
described as an eminently sensible piece of work. 




CHAPTER LXXIII 

The Taxation of Land Values 

The main feature of the Budget, however, was the an- 
nouncement that I proposed to introduce a scheme for 
the taxation of Land Values. I proposed to include in 
the Finance Bill provisions for the necessary and pre- 
liminary step of the valuation of the land of the country, 
and provisions for the imposition of a tax upon the valua- 
tions thus obtained. The valuation was the fimt and 
indeed the essential step to any scheme under which the 
contribution to the community could be levied upon land 
values. I proposed that the valuation should be substan- 
tially completed before the tax began to be levied Thus 
the imposition would not become operative during the 
current financial year. I expected that the valuation would 
be completed within a period of two years from the passing 
of the Bill. The tax, when it became operative, would be 
at the rate of id. in the fi on the capital land value. 

We had been advised by the Speaker that unless a 
special resolution was passed by the House ^the Land 
Clauses would fall outside the definition of a Money Bill, 
and it would, therefore, be open to the House of Lords 
to reject these Clauses. In order, therefore, to protect the 
Land Clauses against rejection by the Peers, I proposed 
the necessary resolution a few days later for imposmg^a 
tax to come into operation at a date subsequent to t e 
expiration of the current financial year. I anticipated that 

such a resolution would meet with strenuous opposition 

from the Conservative Party, who would, no doubt, rea ise 
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le Finance Bill provisions for the necessary and pre- 
minary step of the valuation of the land of the country, 
ad provisions for the imposition of a tax upon the valua- 
ons thus obtained. The valuation was the first and 
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klly completed before the tax began to be levied. Thus 
he imposition would not become operative during the 
"urrent financial year. I expected that the valuation would 
be completed within a period of two years from the passing 
of the Bill. The tax, when it became operative, would be 
at the rate of id. in the on the capital land value. 

We had been advised by the Speaker that unless a 
special resolution was passed by the House the L^d 
Clauses would fall outside the definition of a Money Bill, 
and it would, therefore, be open to the House of Lords 
to reiect these Clauses. In order, therefore, to protect t e 
Land Clauses against rejection by the Peers, I proposed 
the necessary resolution a few days later for imposmg a 
tax to come into operation at a date subsequent to t e 
expiration of the current financial year. I anticipated that 
such a resolution would meet with strenuous opposi ion 
from the Conservative Party , who would, no dou t, rea ise 
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what its object was. When the resolution came forward 
I was astounded to see that the Conservatives had no com- 
prehension of its purpose, and they confined their criticism 
to the general principle of a tax on land values. 

In this debate I outlined the general scope of the pro- 
posals I should include in the Finance Bill. I did not 
propose that the tax should apply to agricultural land so 
long as it had no higher value than its value for agricultural 
purposes. Where agricultural land had a higher value 
than its agricultural value it would be subject to tax, but 
only on the excess of the value over its agricultural value, 
The reason for this exemption was that purely agricultural 
land had no site value, and it was not worth while including 
such land for the purpose of taxation. There were certain 
other exemptions from taxation, such as land used for 
churches, land owned by local authorities, sites of hos- 
pitals and almshouses, land owned by railways and other 
public utility concerns working under statutory limitations 
where the land could not be alienated for other purposes, 
There would be an enormous number of assessments 
where the amount of tax would be no more than a 
few shillings. It would not be worth while to include 
these cases, so I proposed that the individual owner 
should be relieved from tax for any year in which the 
total amount of the assessment upon him did not 
exceed los., a sum equal to tax on the capital value of 

This exemption would have the effect of giving 
the relief to practically the whole of the working-classes 
who owned their houses. 

The taxation of land values had long been an item in 
the Liberal programme, and I expected that my proposals 
would meet with the support of the Liberal members, 
Indeed, after I announced that I proposed to deal with 
this question Mr. Lloyd George gave the announcement 
his full support, and warned me from his own experience 
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when dealing with this problem against making too many 
exemptions and concessions. “I was far too meek”, he 
said, “in dealing with this question in 1909, and accepted 
destructive amendments for the sake of peace and quiet- 
aess”, and turning to me, he said: “but I have great 
coafidence in the right hon. gentleman”. This admoni- 
tion was given a special interest a few weeks later when 
we came to discuss in Committee the details of the pro- 
posal , for the strongest opposition I had to meet on certain 
features of the scheme came from the Liberal Party. 

The ordinary proposals of the year’s Budget met with 
no opposition, and the whole fight was centred upon these 
(land proposals. It would have been impossible to get 
the Finance Bill on the Statute Book within the statutoi^ 
time if we had not imposed a guillotine resolution. This 
was an innovation on a Finance Bill, but it provided a 
precedent which has been followed on later occasions. 
These land clauses were in the main of a highly techmcal 
character, raising questions of land tenure and land owner- 
ship. I had the great good fortune to have the help in 
carrying through this Measure of Sir Stafford Cripps, t e 
Solicitor-General. His legal practice, I understand was 
mainly in cases of land acquisition, and he ^ ^ ^ ^ 

questions raised in the Bill at his finger-ends. 
pay too high a tribute to the knowledge and skill he dis- 
played in the conduct of this difficult and complicated 
Measure. The only trouble with him was that he wms 
far too moderate and too ready to agree to concessions 
which might conciliate the Liberals. From my experience 
of him in these debates , it came to me as a great surprise 
when he later developed into an extreme unconstitutional 

and revolutionary Socialist. 

During the discussions upon the land c auses o 
Finance Bill the Liberals suddenly discovered that to 
was something very objectionable in its provisions. 
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proposals involved, in their opinion, the vicious principle 
of double taxation. The proposed tax on site values 
of id. in the j£i on the capital value (is. 8d. in the j^i on 
the annual value) was a charge additional to what the 
owner already paid in Income-Tax under Schedule A, 
That was quite true, and indeed it was the intention of 
the proposal on the principle that the site value was a 
social product, and was, therefore, a proper subject for 
special taxation. 

This had been clearly realised by the Liberals on the 
Second Reading of the Finance Bill. The official spokes- 
man of the Liberal Party, who was the legal expert of the 
Liberals on this subject, speaking on that occasion, said; 
“ With regard to the tax I should like to say a few words, 
Frankly it is undoubtedly an extra tax and an additional 
burden upon the land-owners. There is only one justi- 
fication for this additional tax, and that is that it is based 
on the value of the site which has been created by enter- 
prise other than the enterprise of the owner.” 

The belated discovery of the Liberals that this was an 
injustice, and their threat to overthrow the Government 
if it were not remedied, led to an acute crisis . 

A speech made by Mr. Lloyd George in Edinburgh on 
this point was very provocative and dictatorial, and was 
not calculated to encourage amicable negotiations for a 
settlement of the differences which had arisen. He said: 


“ Next week we shall be confronted with a very critical situa- 
tion, because there is a proposal under the provisions of a 
measure for the taxation of land values which our Party feel 
bound in justice to disapprove. We have made an alternative 
suggestion. It may precipitate a grave political crisis ... we 
have come to the conclusion as a Party quite unanimously— 
there was not a dissentient voice — that we cannot assent to the 
injustice of the thing as it stands. We have come to that con- 
clusion with our eyes open, and we mean to stand by it whatever 
the consequences may be. ... I am told that if we insist the 
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Government will tlirow in its hsnd. If they do it is their re- 
sponsibility. . . . There has been a lack of consultation upon 
this measure which was due to the unfortunate serious illness 
of the Chancellor of the Exchequer. That made consultation 
almost impracticable on the Land Tax before it came before 
the House, and a good deal of the difficulties which have arisen 
are traceable to this fact. No one is to blame through this great 

misfortune.” 

The Liberals had. put down, an Amendment in the name 
of Sir Donald Maclean which would, as they believed, 
remove the injustice of which they complained. The 
absurdity of the proposal they made to avoid what they 
I called “ double taxation ” was so obvious when its implica- 
ftions came to be considered that they had to withdraw it. 

As it stood, their new clause would have the effect of 
allowing the owner of a site value who had been taxed 
IS. 8d. in the £x on the annual value to deduct Income- 
Tax at 4s . 6d . in the pound 1 When this Amendment was 
withdrawn it was substituted by another in the name of 
Sir Donald Maclean, acting for the Liberal Party, which, 
when it came forward in Committee, was ruled by the 
Chairman to be out of order; and, later, a third attempt 
to put their ideas into a new clause met with a simi ar 

fate from the Chairman. 

These successive humiliations exasperated the Liberals, 
and they were disposed to attribute the cause, not to their 
own incompetence, but to my unreasonable opposition. 
For days the newspapers had long articles about the 
serious political crisis, and the fall of the Government 
was confidently foretold. What might have nappene ^ 1 
the Liberals had been able to frame an Amendment whic 
would be in order I do not know, but the relations between 
them and ourselves had not yet become so bitter as to 
prevent negotiations and offers to see whether a compr 
Le could be devised. The Liberals themselves were 
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uite incapable of framing an Amendment which would 
irry out their intentions. Eventually the matter ivas 
mitted to Sir Stafford Cripps and a Liberal lawyer who 
id been with such unfortunate results advising the 
iberals on the question, to see if their legal ingenuity 
mid devise a plan which would satisfy the Liberals and 
hich the Government could accept. These two legal 
iperts contrived to draft such a clause, although I believe 
at the credit for this compromise was wholly due to 
r Stafford Cripps. When the latest Liberal Amend- 
ent had been ruled out of order by the Chairman, I 
mounced that the Government would put down an 
mendment, and this came up for discussion a few days 
;er. In moving this Amendment, which was a conces- 
m to the Liberals, I was so unfortunate in my remarks 
to exasperate them still more. 

The scheme of this Amendment was very ingenious, 
1 undeveloped sites the full tax of id. would be levied, 
d the tax would become progressively less according to 
e degree of development until on a fully developed site 
would be reduced to one-eighth of a id. in the 
On looking through my speech, I really do not see 
lat there was in it which should have so annoyed the 
berals, unless it was an observation that during the 
nversations I had had with the Liberal leaders on this 
bject my main concern had been to save the soul of the 
beral Party and to bring back to the Party those members 
lo have strayed and erred like lost sheep, and my 
minder that under this compromise accepted by the 
berals the principle of double taxation had been main- 
ned. The main object of the Bill was the valuation of 
id. That remained intact — untouched. Once we got 
e valuation it would be for future Parliaments to decide 
lat the amount of the tax should be. The principle 
on which the Bill was based remained unimpaired, and 
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le Liberal Party could look the whole world in the face 
id say their forty-year-old programme has now been 

irried into effect . 

Mr. Lloyd George, who followed, was very bitter at 
?liat he called the ungracious way in which I had made 
ie concession. “The Chancellor, he said, has intro- 
uced. a new method of making concessions. Up to the 
iresent the method has always been to make them graci- 
lusly. The right hon. gentleman has improved on that 
iiethod . His method is to make the concession as offensive 
ind as disagreeable as he possibly can. He, however, 
iccepted the arrangement that had been arrived at, and 
la the whole he thought it was a good one. 

Chaacellor did not get the whole of his way,^and the 
Liberals had not got the whole of their way. That was 
an arrangement in the style of democracy. 

The Liberal humiliation, however, was completed by 
candid friends in their own Party and by the bitter cona- 
tnents of the Conservatives. Mr. Neville Chamber am 
told the Liberals that “ he had never known a more merci- 
less exposure as that to which they had been subjectedhy 
the Chancellor. So far as having their faces saved, they 
had had them rubbed in the mud.” The general tone of 
this debate did not reflect much credit upon any of t e 

Parties concerned. 

Next day the Liberal Parliamentary Party met to discuss 
.the situation. They decided that I was really such an 
Objectionable and impossible person that they ’refused to 
engage in any further conversations with me, an . 
any further negotiations between the Government an 
Liberals were necessary they must he con uc e 
part of the Government by a less disagreeable 
This decision on the part of the Liberals had ^ 
amusing outcome a few days later. They had upon ^ ^ 

^ Order Paper a Motion for the exemption of playing-. 
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from taxation, and again it had been framed in such 
way as to make it quite unacceptable, and indeed to cover 
a much wider field of exemption than they themselves 
desired. I had a request from Sir Archibald Sinclair, who 
was the Liberal Chief Whip, for an interview, which I 
readily granted . He came to my room in Downing Street 
in a rather shamefaced way, and explained that the 
Liberals with whom I had previously conducted negotia- : 
tions refused to see me, but they had agreed that if he 
were willing to face the lion in his den they had no ] 
objection to his undertaking the risks. It was about this | 
Playing-fields Amendment that he wished to talk with 
me. We had a very agreeable conversation, and when I 
pointed out the implications of the Liberal Amendment- 
that it would exempt golf-courses, polo-grounds and race- 
courses — ^he admitted - that this was not their desire. I 
agreed to ask Sir Stafford Cripps to exercise his legal wits 
and fry and draft a clause which would exempt playing- 
fields, but would not exempt golf-courses, polo-fields and 
the like. 

The debate which I have just been describing had a 
further outcome two days later when three Liberal 
members wrote to the Chief Whip desiring that the 
Official Whip of the Party should be no longer sent to 
them. These three Liberal members were Sir John 
Simon, Sir Robert Hutchinson and Mr. Ernest Brown, 
The letter of Sir John Simon, though long, is so important 
in view of his subsequent political development that I 
feel I must find room to reproduce it in full : 

“June zbth, iQ^i- 

“ My Dear Sinclair, 

“Last Wednesday the official Liberal Party in the Plouse ci 
Commons reached a lower depth of humiliation than any into ' 
which it has yet been led. To the distrust of the electors, the 
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disapproval of Liberals in the country and the jeers of Con- 
servatives has now been added the outspoken contempt of Mr. 
Snowden, just at the moment when the Liberal leader was trying 
to make out that his abandonment of a proclaimed principle was 

a triumph of disinterested statesmanship. 

‘Tive weeks ago the official Liberal view was that the land 
clauses of the Budget embodied the same principle as the Liberal 
land taxes of 1909—10. Mr. Lloyd George gave them in advance 
his enthusiastic blessing. When I pointed out the manifest dis- 
tinctions between the Liberal taxes and these new imposts, and 
urged that nobody could defend the present proposals unless he 
was in favour of an additional tax upon the owners of land 
merely because it was land which they owned, Mr. Lloyd George 
went to Edinburgh and was so much impressed by what he saw 
and heard that he declared that a grave political crisis was 
threatened. He was impelled by ‘conscientious scruples’ to 
denounce what was ‘unjust’, and he was going to stand by the 
amendment to prevent double taxation whatever the conse- 
quences may be.’ 

“Mr. Snowden took the proper measure of these brave words, 
and it is manifest to everybody that the voice of conscience has 
been stifled, and double taxation has been swallowed for fear of 
consequences. The Daily Herald said a week ago: ‘To cover 
up their confusion over their Land Tax humiliation. Liberal 
newspapers are trying to make readers believe that the new 
formula betokens the surrender of Mr. Snowden. This is just 
nonsense. All that Mr. Snowden has yielded is a portion of his 
revenue. On every point of principle the I/iberals have made 

a complete climb-down.’ 

“Every man is the guardian of his own self-respect, but what- 
ever others may do I must formally dissociate myself from a 
course which has led to this pitiful exhibition, so I write to say 
that I do not desire further to receive your official Whip. For 
your constant courtesy and good temper in trying times I, m 
common with every other Liberal, am truly grateful. 

“ Yours sincerely, 

“ John Simon.” 

The reply of Sir Archibald Sinclair to Sir John Simon’s 
letter is also interesting, because it states facts in regard 
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to Sir John Simon’s general attitude to the Liberal Party 
and the Liberal policy which were within the knowledge 
of all who had watched his actions in the House of 
Commons over two or three years previously. It had 
become quite clear that he was no longer a Liberal in 
any sense of the word. He had, as a matter of fact, been 
returned to Parliament at tv/o or three previous General 
Elections with the votes of the Tories in the Spen Valley 
Division. The following is a portion of Sir Archibald 
Sinclair’s letter to Sir John Simon: 

‘'My Dear Simon, 

“Nothing has caused me keener regret and disappointment 
since I was elected to the post of Chief Whip than to find even 
before Christmas that you were taking a course which was 
sharply divergent from that of the majority of the Parliamentary 
Party. Indeed, I have felt in recent months that there was 
little common ground between us, and that on many questions 
of far greater political consequence than the one-eighth of a 
penny tax on the site value of land — notably on Free Trade — ^you 
were abandoning the Liberal, and adopting the Conservative, 
standpoint. Your letter of June 26, therefore, only amounts to 
a request, with which of course I am complying, that I should 
give official recognition to a situation which has, in fact, existed 
for some time. 

“ Yet I do not know whether I am surprised at your sensitive- 
ness to the ‘jeers of the Conservatives’, to which I should have 
thought that you had been less exposed during the last few 
months than at any time in your political career, or at your readi- 
ness to be provoked by the speeches of the Chancellor of the 
Exchequer into action which not even the alleged ‘ distrust of 
the electors’ or ‘disapproval of Liberals in the country’ had 
previously induced you to take. ... 

“Yours sincerely, 

“Archibald Sinclair.” 

The discussions upon these land clauses revealed the 
fact that certain persons who were quite anxious to tax 
site values in which they were not personally concerned 
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were equally anxious to get exemption for sites in which 
they had an interest. The representatives of the Inde- 
pendent Labour Party, for instance, were anxious to get 
their organisation exempted on the ground that 
property they might hold was devoted to charity 
religious purposes! Trade Union representatives, too, 
moved the exemption of land owned by them, although 
instances were quoted where they were in the enjoyment 
of a very large increment which had accrued to certain 
sites they possessed. 

I had a very difficult time during the progress of this 
My own Party, with a few exceptions, were not 
enthusiastic about the land taxation clauses, and my task 
in resisting unreasonable exemptions was made more 
difficult by the fact that some of my Cabinet colleagues 
were saying freely in the Lobbies that I was not supported 
by the Cabinet. At the time of the acute divisions with 
the Liberals on certain provisions in the Bill the 
Minister and a large section of the Labour Party were 
terrified that my uncompromising attitude might lead to 
the defeat of the Government and to a second General 
Election, which they were very anxious to avoid. 

However, the Bill finally passed. The House of Lords 
was impotent either to amend or destroy the land clauses 
of the Finance Bill, as it had been certified by the Speaker 

as a Money Bill by virtue of the resolution imposing the 

tax two years hence. 




My differences with Mr. Lloyd 
Party on the land taxation pro 
prevent the resumption of friendly 
Lloyd George is not a man who 
allows political differences to 
friendships.^ If he did, we 

cordial relations, for we have said 





George and the Liberal 
did not for 

conversations . 
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never be on terms 
a great many things 




Viscount Snowden’s Autobiography 

public platforms about each other’s doings which would 
have made such relations impossible . That is one of the 
best features of English political life . It is a thing whict 
the general public cannot understand. They read in the 
newspapers of violent attacks made in the House o: 
Commons upon political opponents, and imagine tha 
personal relations between these combatants must be ver 
strained. At the time of my differences with Mr. Lloy 
George on the land taxation question, he was interviews 
about our personal relations, and said that he could no 
understand why anybody should suppose that because w- 
exchanged a few dozen verbal half-bricks in the House o 
Commons we should in reality be anything but first-clas 
friends. “We may be bitter enemies in the House o 
Commons,” he said, “but down here we are just gooi 
neighbours.” Mr. Asquith and Mr. Balfour, though keei 
political opponents, were the warmest of personal friends 
At the time I was attacking Mr. Winston Churchill oi 
his Budget proposals, he wrote to me to say how mud 
he liked an opponent who never spares him in debate 
“The harder my opponent hits me the better I like him, 
he said. These are sentiments which I can heartil 
endorse . 



CHAPTER LXXIV 
A Piece of Sharp Practice 

The Land Tax clauses of the Budget became the subject 
of acute controversy on the Finance Bill of 1934. Shortly 
after the General Election of 1931, Mr. Neville Chamber- 
lain raised the question of the repeal of the Land Valuation 
aad the Land Taxes which had been included in my 
Finance Act of 193^* This was done under strong 
pressure from the Tory Party in the House of Commons, 
who were bitterly opposed to the scheme. As the cost of 
land valuation had to be met by annual votes of Parlia- 
ment, it was represented to us that the expenditure for 
this purpose would not be voted by the present House of 

Commons . 

Mr. Chamberlain’s proposal to repeal the Land Clauses 
of my Finance Act placed the Labour members of the 
Cabinet in a difficult position. They had been responsible 
for the passing of this Measure, and if they agreed to the 
proposal for its repeal it could not be regarded as other- 
wise than a humiliating surrender to Tory influence. 
I declined to agree to Mr. Chamberlain’s proposal to 
repeal the Measure, and said that I could not remam a 
member of the Government if it were done. As Mr. 
MacDonald was Prime Minister a,t the time the Land 
Clauses were passed through Parliament, he had, wit 
me, an equal responsibility for resisting their repeal. 

Eventually Mir. Chamberlain s proposal for repea was 
nodified, and confined to a suspension of the ^ uation. 
It was only after a piteous appeal to me from t e rime 
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public platforms about each other’s doings which would 
have made such relations impossible. That is one of the 
best features of English political life . It is a thing which 
the general public cannot understand . They read in the 
newspapers of violent attacks made in the House of 
Commons upon political opponents, and imagine that 
personal relations between these combatants must be very 
strained. At the time of my differences with Mr. Lloyd 
George on the land taxation question, he was interviewed 
about our personal relations, and said that he could nol 
understand why anybody should suppose that because Wf 
exchanged a few dozen verbal half-lDricks in the House oi 
Commons we should in reality be anything but first-clasi 
friends. “We may be bitter enemies in the House o! 
Commons,” he said, “but down here we are just gooc 
neighbours.” Mr. Asquith and Mr. Balfour, though keet 
political opponents, were the wamiest of personal friends 
At the time I was attacking Mr. Winston Churchill ot 
his Budget proposals, he wrote to me to say how mud 
he liked an opponent who never spares him in debate 
‘ ‘ The harder my opponent hits me the better I like him,’ 
he said. These are sentiments which I can heartil; 

endorse. 
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A Piece of Sharp Practice 

Fhe Land Tax clauses of the Budget became the subject 
)f acute controversy on the Finance Bill of 1934- Shortly 
ifter the General Election of 1931, Mr. Neville Chamber- 
,ain raised the question of the repeal of the Land Valuation 
md the Land Taxes which had been included in my 
Finance Act of 193 ^- This was done under strong 
pressure from the Tory Party in the House of Commons, 
who were bitterly opposed to the scheme. As the cost of 
land valuation had to be met by annual votes of Parlia- 
ment, it was represented to us that the expenditure for 
this purpose would not be voted by the present House 0 

Commons. 

Mr. Chamberlain’s proposal to repeal the Land Ciaus^ 
of my Finance Act placed the Labour members of the 
Cabinet in a difficult position. They had been responsi ^e 
for the passing of this Measure, and if they agreed to the 
proposal for its repeal it could not be regarded as other- 
wise than a humiliating surrender to Tory mfluence. 

I declined to agree to Mr. Chamberlain s proposa to 
Repeal the Measure, and said that I could not remam a 
member of the Government if it were done. 
MacDonald was Prime Minister at the time the Lan 
Clauses were passed through Parliament, e a , v 
me, an equal responsibility for resisting their repea . 

Eventually Mr. Chamberlain’s proposal for repeal w 
modified, and confined to a suspension of the ' 

It was only after a piteous appeal to me from e 
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Minister, who pleaded with me not to break up our long 
political association on a matter which, he said, was not 
of immediate importance, that I reluctantly withdrew my 
opposition to the suspension of the valuation. It was 
urged that at this time, when national economy was so 
necessary, the Government could not justify the expendi- 
ture entailed by continuing the valuation. This excuse 
was sheer hypocrisy, which did not hide the real purpose 
that prompted the suspension. The completion of the 
valuation was necessary as a preliminary to the imposition 
of the taxes which would have brought a very considerable 
revenue into the Exchequer. 

Mr. Chamberlain, when announcing this decision in the 
House of Commons, said that it had been prompted solely 
by a desire to save the expense of valuation, and it was 
being done without prejudice to the merits of the question. 

Mr, Baldwin, when defending this proposal, made this 
statement : 


“Would any of you who had been a member of the National 
Government, who had gone through the fight we won last 
autumn with men who had fought during that Election like 
Lord Snowden, do you think that I, going about the couiatry as 
I do, and noting the force of Lord Snowden’s speeches and 
broadcasts in helping to win seats which we should never have 
won, was going to say to them : ‘ Oh, no. We have now got a 
big Tory majority, bigger than I expected. Out you go’ ? Not 
much. That is why we stand for the clause as it is in the Bill. 
We can neither accept a repeal of the Act nor the insertion of 
the Amendments.” 


Lord Hailsham, in resisting the Motion in the House 
of Lords for the complete repeal of the Land Clauses, 
said that if the Government had asked Parliament to 
repeal the land valuation and the land tax it would have 
been a public humiliation to the four members of the 
Government who were originally responsible for these 
enactments which it would be unreasonable to ask d 
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them. The Government regarded the presence of the 
Labour members in the Cabinet as a real strength to the 
Government, and he believed that any attempt to weaken 
their position or to undermine their position in the 
Cabinet or to make their continuance in the Cabinet 
impossible would be a real source of weakness to the 
country. 

Pressure continued to be put upon the Government to 
repeal the Land Clauses, and under this pressure Mr, 
Neville Chamberlain proposed in the Finance Bill of 1934 
the complete repeal of the taxes. He was evidently 
ashamed of what he was proposing to do, for neither in 
the Budget Speech nor on the Second Reading of the 
Finance Bill did he make a word of comment on the 
matter. The first intimation the country had of the 
decision to repeal this enactment was a clause in the 
Finance Bill. Perhaps I had better reproduce a comment 
I made to the Press representative the day it had been 
discovered that this unexpected proposal was found hidden 
in the clauses of the Finance Bill. I said: 


“ I suppose this has been, done at the instigation of the Prime 
Minister, who wants to give his Tory colleagues further proof 
of the thoroughness of his conversion to Toryism. 

** According to the statements of the lory Ministers at the 
time that the valuation was suspended it would have been a 
humiliation for Mr. MacDonald, Mr. Thomas and Lord Sankey 
if the Government repealed the valuation altogetlier. It will be 
interesting to hear whether what would have been a humiliation 
two years ago to these Ministers is no longer a numihation. 

“The only honest explanation they can give will be that 
nothing the Tory Ministers can do to make the Prime Minister 
swallow his former principles can humiliate him still deeper. 

In reply to a letter sent to the Prime Minister by the 
United Committee for the Taxation of Land Values, he 

made a most amazing statement as to the reasons why the 
repeal of the Land Values Tax was being proposed. The 
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them. The Government regarded the presence of the 
Labour members in the Cabinet as a real strength to the 
Government, and he believed that any attempt to weaken 
their position or to undermine their position in the 
Cabinet or to make their continuance in the Cabinet 
impossible would be a real source of weakness to the 
country. 

Pressure continued to be put upon the Government to 
repeal the Land Clauses, and under this pressure Mr. 
Neville Chamberlain proposed in the Finance Bill of 1934 
the complete repeal of the taxes. He was evidently 
ashamed of what he was proposing to do, for neither in 
the Budget Speech nor on the Second Reading of the 
Finance Bill did he make a word of comment on the 
matter. The first intimation the country had of the 
decision to repeal this enactment was a clause in the 
Finance Bill. Perhaps I had better reproduce a comment 
I made to the Press representative the day it had been 
discovered that this unexpected proposal was found hidden 
in the clauses of the Finance Bill. I said: 


“ I suppose this has been done at the instigation of the Prime 
Minister, who wants to give his Tory colleagues further proof 

of the thoroughness of his conversion to Toryism. 

According to the statements of the T.ory Ministers at the 
time that the valuation was suspended it would have been a 
humiliation for Mr. MacDonald, Mr. Thomas and Lord Sankey 
if the Government repealed the valuation altogether. It will be 
interesting to hear whether what would have been a humiliation 
two years ago to these Ministers is no longer a numiHation. 

‘*The only honest explanation they can give will be that 
nothing the Tory Ministers can do to make the Prime Minister 
swallow his former principles can humiliate him still deeper. 

In reply to a letter sent to the Prime Minister by the 

United Committee for the Taxation of Land Values, he 
made a most amazing statement as to the reasons why the 
repeal of the Land Values Tax was being proposed. The 
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letter is such an astounding production that it desenes 
to be quoted in full. It was described in the House of 
Commons by a Liberal Member as ‘‘nauseating hypo- 
crisy”. 

10 Downing Street, 
“Whitehall, 

“i4ifA May 1934. 

“Dear Sir, 

“I have received a letter which you are sending to the Press 
about the repeal of the land value tax. I anticipated that this 
proposal would give an opportunity of raising the whole question 
of land taxation, although as a matter of fact it is not raised in 
the decision itself. The clauses have never been put into opera- 
tion, and were suspended as one of the first acts following upon 
the crisis which led to a change of Government. 

“ It may be argued that the step which has been taken indi- 
cates the power of certain interests, but it is not in accordance 
with truth to describe the effect of what is being done as * staying 
a reform that has been repeatedly endorsed by democratic 
majorities and insistently demanded by hundreds of munici- 
palities.’ 

“A Government which was determined to ‘take drastic and 
energetic steps to put into operation the taxation of land values’ 
would have to proceed to legislation, as the clauses that have 
been in suspense for years, largely owing to amendments wliicli 
the Chancellor (Mr. Snowden) had unwillingly to accept from 
both Liberals and Conservatives, were not sufficiently full to 
enable a great deal to be done. 

“ I am, Yours very truly, 

“ J. Ramsay MacDonald.” 

In the first place, he states that the clauses have never 
been put into operation. That is not the case. Wlien 
they were suspended the valuation was proceeding. In 
the next place, he denies that the repeal will not stay a 
reform which has repeatedly been endorsed by democratic 
majorities and insistently demanded by hundreds ol 
municipalities. That is equally inaccurate. Had the 
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valuation been carried out, it would by 1934 have been 
completed, and the Land Tax would now have been in 
operation. The third misstatement is contained in the 
last paragraph of this letter, in which he says that the 
clauses had been in suspension for years chiefly ow ing 
to amendments which Mr. Snowden had unwillingly to 
accept from both the Liberals and Conservatives, and were 
not sufficiently full to enable a great deal to be done. 

This statement, if it means anything at all, means that 
the Land Clauses were not sufficiently drastic, and for that 
reason the Government proposed to repeal them! As to 
the remark that I had unwillingly to accept amendments 
from Liberals and Conservatives, I may say that I made 
these concessions under pressure from the Prime Minister, 
who appealed to me not to resist them and by so doing 
bring about the defeat of the Labour Government. 

The repeal of the Land Clauses is a flagrant instance of 
a Government elected by the votes of all Parties for a 
specific work using its majority for purely Party purposes. 
This matter of the Land Taxes was never raised at the 
General Election, and the repeal could hardly be recon- 
ciled with the Prime Minister’s statement at that Election 
that if the Tories “ try to play Party tricks on me they will 
find I am not their man”. The repeal of the Land Taxes 
is comparable to the action of the Tory Party in using 
their Parliamentary majority to impose permanent Pro- 
tection after it had been returned to power by millions of 
Free Trade votes. 
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CHAPTER LXXV 
Waiting for Dead Men’s Shoes 

I NOW turn back to describe some incidents of the 
summer of 1 93 1 . 

The conversations between the Liberal leaders and our- 
selves on the subject of Parliamentary co-operation were 
resumed, and we met in the Prime Minister’s room at the 
House of Commons to consider plans to that end. The 
Liberals were usually represented by Mr. Lloyd George, 
Lord Lothian, Sir Herbert Samuel and Sir Archibald 
Sinclair. During June and July of 1931 these meetings 
were held often. The Liberals were really anxious that 
the Labour Government should be kept in office until the 
Electoral Reform Bill had become law by the operation 
of the provisions of the Parliament Act. 

For about twelve months there had been renewed 
activity among Free Traders. My wife, who was keenly 
interested in the subject, had arranged a number of 
luncheons at Downing Street which were attended by 
prominent Free Traders belonging to all political Parties. 
At these gatherings plans were discussed for a popular 

and widespread Press and platform campaign on the 
question. 

At one of our meetings in the Prime Minister’s room 
with Mr. Lloyd George and his friends, he suggested 
a wider co-operation between the tw'o Parties, and pro- 
posed that we might agree upon a joint propaganda on 
a Free Trade programme. This was further discussed 
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jat subsequent meetings, and it was agreed that a small 
joint Committee should be appointed with two experts, 
one selected by each Party, to draw up a programme and 
to prepare literature on the subject. 

Mr. Lloyd George suggested that this campaign might 
begin in the coming autumn with a public demonstration 
at which the leaders of the two Parties would appear 
(together, and I suggested that the Prime Minister and 
Mr. Thomas should be the Labour Party spokesmen at 
this demonstration. I am afraid this was a bit of irony 
upon my part, for at that time I knew that both Mr. 
MacDonald and Mr. Thomas were inclined towards 
Itariffs. However, this plan fell through. The national 
financial crisis became acute in August, and the political 
developments which quickly followed transformed the 
political situation. 

In the latter part of the summer of 1930 it had come 
to my knowledge that Mr. MacDonald’s mind was turned 
towards Protection. The first indication I had was a 
casual remark he made to me when we were sitting on 
the bench. He turned to me and said: “I have been 
thinking how we can win a clear majority at the next 
General Election. I would have just a three-point 
programme : 

No reduction in the Social Services ; 

A forward programme on Unemployment; 

A 10 per cent, all-round Revenue Tariff.” 

r ' . 

I simply replied “Oh!” and the conversation was not 
pursued. About the same time, however, I found out 
from what was told to me that he was canvassing Cabinet 
Ministers as to their views about a tariff, and giving as a 
reason that the financial position was likely to be so bad 
‘next year that the choice would be between a heavy 
increase in direct taxation and a revenue tariff, Mr. 
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Thomas, who was usually in the confidence of the Prime 
Minister, and who had always had leanings towards 
Protection, was supporting the Prime Minister in this 

matter. 

From the beginning of May until July (1931) there 
was a sustained Press campaign against me inspired by a 
section of the Labour Party and encouraged by some of 
its leaders. Unfounded reports were constantly being 
circulated about the state of my health, and it was assumed 
that I should not be able to continue to hold my office 
as Chancellor of the Exchequer. Rumours appeared in 
the Press about divisions in the Cabinet, and I was always 
represented as “the devil in the machine”. I was held 
by some to be the obstacle to the Cabinet pursuing a more 
socialistic policy, and by others to be preventing the 
Government from embarking upon a Protectionist policy. 

Mr. MacDonald at the same time was the victim of 
intrigues by a small disgruntled section of the Labour 
Party who were disappointed because they had not been 
given office in the Government . They were endeavouring 
to supplant Mr. MacDonald by Mr. Henderson, although 
I doubt if Mr. Henderson was a party to this intrigue. 
In anticipation of my resignation of the post of Chancellor 
some of my Cabinet colleagues were pressing Mr. Mac- 
Donald to give them the reversion of my office. Mr, 
MacDonald told me that Mr. Thomas was pressing him 
persistently to give him that office when it became vacant. 
Mr. Thomas has some good qualities, and I always liked 
him, but the last position for which he is fitted is that 
of Chancellor of the Exchequer! The one man in the 
Government who had qualifications to succeed to the 
office of Chancellor was Mr. William Graham. But he 
was too modest and retiring to press his own claims. 

At this time the “Big Five” of the Labour Party— the 
Prime Minister, Henderson, Thomas, Clynes and myself 
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—were in the habit of meeting once a week in the Prime 
Minister’s room for a general conversation about the 
Parliamentary situation and the state of the Labour Party 
generally. At one of these meetings in May, Mr. 
Henderson startled us by announcing that he wanted to 
resign his seat and go to the House of Lords. He gave 
as a reason the state of his health. We assumed that he 
. wished to retain his office as Foreign Secretary, but he 
was not very definite on this point. We were strongly 
opposed to Mr. Henderson taking the step he desired. 
If he went to the House of Lords a by-election at Burnley 
would follow, and at that time the by-elections were going 
I against the Government, and in all probability the seat 
would be lost. Mr. Henderson took the opposite view, 
and expressed his confidence that there would be no 
difficulty in holding the seat for Labour. We pointed 
out to him that the action he proposed would make a 
bad impression on the Labour movement generally, and 
particularly in Burnley where the Labour Party would 
resent being put to the turmoil and expense of an un- 
necessary by-election. Notwithstanding the opposition 
to his desire to go to the House of Lords at once, he 
raised the question again at our meeting the following 
week, but when he got no support he did not press his 

wishes any further. 

But at this second meeting the real reason for Mr. 
Henderson’s sudden desire to go to the House of Lords 
transpired. Lord Parmoor, who was the Leader of the 
Labour Party in the Upper House, was anxious to retire 
from that arduous position, and this had come to Mr. 
Henderson’s knowledge. He wanted to go to the House 
of Lords to succeed Lord Parmoor as Leader of the Labour 
Party there. Mr. Henderson had urged that the reason 
why he wanted to go to the House of Lords was that he 
found the strain of the House of Commons too great. 
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There was really nothing in this, as Mr. Henderson had 
never taken an active part in the work of the House of 
Commons; neither in opposition nor in office had k 
ever helped us in the rough and tumble of Parliamentary 
debates. Mr. Henderson has never been a Parliamen- 
tarian. His heart has been in the work of the organisation 
of the Labour Party. As Foreign Minister he had to 
answer questions on one or two days a week in the House 
of Conunons, and occasionally to speak in debate when 
some question coimected with his Department was raised, 
On these occasions he read his statement from a brief, 
Whenever we asked him to help the Government in a 
general debate he always had the excuse that he was 
recovering from an attack of influenza, or he could fed' 
an attack coming upon him. I could never understand 
Mr. Henderson’s reluctance to take a more active part 
in the Parliamentary debates. It was not that he was 
incapable of extempore speaking, for I have heard him on 
many occasions in Labour Party Conferences speak on 
the spur of the moment with great effect. In recent years 
he has got into the unfortunate habit when he has a set 
speech to make of reading it word for word from a typed 
memorandum. This practice is calculated to destroy one’s 
confidence in speaking from notes only, and it certainly 
lessens the effectiveness of the speech. 

In the course of the talk upon Henderson’s peerage, one 
of my colleagues asked what were my intentions in regard 
to the future of my own position. I had never before to 
anyone disclosed a decision which I had definitely reached 
at the time of the last General Election. I had made up 
my mmd that I should not seek re-election. I felt that 

of active political work I was entitled to 
a quieter fife. So when pressed I told my colleagues ofj 
this intention. Even if before the end of the present 
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tParliament I gave xip the office of Chancellor I did not 
intend to retire from the House of Commons until the 
General Election. I was quite willing to retire into the 
freedom and ease of a private member’s life, but if my 
colleagues wished me in the event of my resigning the 
Chancellorship to continue in the Government to the end 
of this Parliament in a less arduous office I should be 

willing to consider such a suggestion. 

And now Lord Passfield (Mr. Sidney Webb) and Mrs. 
Webb come upon the scene. They came over to Tilford 
one Sunday afternoon in May (they lived only twenty 
minutes’ drive from us), and Mrs. Webb explained the 
fjurpose of their visit. She and Sidney, she told me, had 
been talking matters over, and they had come to the 
conclusion that I should resign my present office and go 
to the House of Lords . Sidney was very anxious to 
resign his office as Colonial Secretary as soon as arrange- 
ments could be made for a successor. He would be willing 
to continue until the end of the present session, though 
he would like to be relieved earlier if I would fall in with 
the suggestion. The office of Colonial Secretary, he said, 
was a very easy job, and would be far less exacting than 
the post I then held. He said that the Labour Party in 
the Lords needed an accession of strength, and as Lord 
Parmoor had then intimated his intention to give up the 
leadership of the Party in that Chamber, if I agreed to 
pign at once I could succeed him in the leadership . 
That position had no attractions for me, neither had the 
prospect of going to the House of Lords. If I did resign 
the Chancellorship I should have no objection to taking 
his office as Colonial Secretary until the end of the 
present Parliament, continuing to sit in the House of 
Commons. I explained to Lord Passfield and Mrs. Webb 
that it was quite out of the question for me to resign 
until I had got certain work through. I was very anxious 
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to retain the Chancellorship until I had been able to carr 
out the conversion of the huge block of ^2,000,000,001 
of 5 per cent. War Loan. I had set my heart upon this 
I had a complete scheme ready, but unfortunately owini 
to the financial position of the country the prospects 0 
the success of such a conversion operation were not thei 
very promising. 

This suggestion by Lord Passfield was, I am sure 
entirely free of even a suspicion of Party intrigue, am 
was prompted solely by his desire to get out of office 
and at the same time, if I did intend to resign the Chan 
cellorship, to provide me with the opportunity to continm 
in the Government in a less arduous position. 



CHAPTER LXXVI 


The Story of the Crisis 


By the end of Jtoly 1931 the financial situation was begin- 
ning to assume a very serious aspect. In financial circles 
it was the one topic of conversation. Gold and foreign 
deposits in London were being withdrawn at a rate which 
^threatened the stability of our national financial position. 

On the 31st July the House of Commons was to rise 
for the Summer Recess. The day before, Mr. Neville 
Chamberlain came into my room and said that he in- 
tended next day in the debate on the adjournment to 
speak upon the situation, but he was very anxious to say 
nothing which would have a disturbing effect. He was 
well aware of the actual financial situation, and he would 


makfi a non-partisan speech and would avoid putting 
any questions to me which might place me in an em- 
barrassing position. He was anxious to be helpful, and 
he thought it might be well if I could make a reply to him 
which would impress the country with the gravity of the 
situation without causing a panic. I gave him a full 
account of the information in my possession. We agreed 
upon the general line that he would take in his speech, and 
I promised to follow with a speech which would raise the 

discussion above Party controversy. 

Mr. Chamberlain’s speech next day was singularly free 
from the slightest spirit of partisanship. It was couched 
in language which showed that his desire was not to secure 
a Party triumph, but how best to serve the interests of the 
country. “ The time has come ”, he said, “ when it is 
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to retain the Chancellorship until I had been able to carry 
out the conversion of the huge block of ;^2, 000,000,000 
of 5 per cent. War Loan. I had set my heart upon this, 
I had a complete scheme ready, but unfortunately owing 
to the financial position of the country the prospects of 
the success of such a conversion operation were not then 
very promising. 

This suggestion by Lord Passfield was, I am sure, 
entirely free of even a suspicion of Party intrigue, and 
was prompted solely by his desire to get out of office, 
and at the same time, if I did intend to resign the Chan- 
cellorship, to provide me with the opportunity to continue 
in the Government in a less arduous position. 
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The Story of the Crisis 

By the end of July 1931 the financial situation was begin- 
jiiig to assume a very serious aspect. In financial circles 
it was the one topic of conversation. Gold and foreign 
deposits in London were being withdrawn at a rate which 
threatened the stability of our national financial position. 

On the 31st July the House of Commons was to rise 
for the Summer Recess. The day before, Mr. Neville 
Chamberlain came into my room and said that he in- 
tended next day in the debate on the adjournment to 
speak upon the situation, but he was very anxious to say 
nothing which would have a disturbing effect. He was 
well aware of the actual financial situation, and he would 
make a non-partisan speech and would avoid putting 
any questions to me which might place me in an em- 
barrassing position. He was anxious to be helpful, and 
bethought it might be well if I could make a reply to him 
which would impress the country with the gravity of the 
situation without causing a panic. I gave him a full 
account of the information in my possession. We agreed 
upon the general line that he would take in his speech, and 
I promised to follow with a speech which would raise the 

discussion above Party controversy. 

Mr. Chamberlain’s speech next day was singularly free 
from the slightest spirit of partisanship. It was couched 
in language which showed that his desire was not to secure 
a Party triumph, but how best to serve the interests of the 
country. “ The time has come ”, he said, “ when it is 
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necessary that people should be told the truth. The 
people of this country have to realise that foreign confi. ! 

dence in the credit of this country has been shaken because I 

\ 

it has watched the expenditure growing faster than the ! 
revenue. I ask the Chancellor of the Exchequer, asl 
guardian for the time being of the national finances, to ! 
give us some assurance that he himself realises the serious- 
ness of the situation and the great need for the reduction/ 
of national expenditure, and that he will devote these 
weeks during which this House will be dispersed to a 
thorough, exhaustive and determined examination of the 
steps which it may be necessary to take.” 

When Mr, Chamberlain sat down I rose at once, and 
expressed my gratitude for the spirit of his speech. I 
was fully aware of the difficulty of dealing publicly with 
the acute financial position of the country, for this was a 
time when a lightly spoken word or even a wrongly 
turned sentence might have serious consequences. In- 
vestors were naturally nervous, and the slightest suspicion 
regarding the non-security of their investments was apt 
to lead them to adopt a course which was not justified by 
the actual facts. Foreign credits were held in London 
to the extent of probably many hundreds of millions of 
money, and recent events had shown that serious con- 
sequences might rise through even an indefinite rumour. 
I then went on to examine the budgetary position, which 
was getting progressively worse owing to the deepening 
of the industrial depression. Unless very considerable 
economies could be effected, the outlook was indeed very 
grave. That day I had received the Report of the May 
Economy Gon^ittee. It would be published next day, 
and I was afraid it would come as a shock to the country, 

I could assure Mr. Chamberlain and the House that the 

Gover^ent would at once take this Report into con-' 
sideration. I reminded members that the House of 
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Commons had a special responsibility for the Report of 
this Committee . This Committee had been set up by the 
House of Commons. No Government, and especially a 
Government like our own, which did not command a 
majority of its own in the House, could expect to carry 
through drastic reductions of expenditure without the 
co-operation of all other Parties. The responsibility for 
carrying out any recommendations which the Govern- 
ment would submit in October must be assumed by the 
House of Commons as a whole. 

I pointed out that the biggest of the burdens on the 
national finances was the War Debt. I mentioned that 
I had prepared a scheme for a huge conversion of the 
War Loan by which a very large saving of interest on the 
Debt would be effected. If it had not been for recent 
unfortunate financial developments the conversion opera- 
tion would have been floated before now. However, at 
the first favourable opportunity it would be launched. 
I concluded upon a more encouraging note. I said the 
position of London is fundamentally sound. It still 
remains the best market in the world for foreign investors, 
and so far as I and the Government are concerned we 


shall take every possible step to ensure that the proud 
and sound position of British credit shall in no way be 

mpaired. 

This speech, delivered in a quiet, almost conversa- 
tional tone, made a profound impression upon the mem- 
bers. Although it was the last day of the summer session 
when members were anxious to get away on their holidays, 
tlie Chamber was crowded. It sent members away in 
anything but a holiday mood, and the general feeling of 
depression was increased next day when the Report of 
the Economy Committee was issued. 

My references to the responsibility of all Parties for 
dealing with the crisis, and my invitation to the Opposition 
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Parties to co-operate, were regarded in many quarters as 
an invitation to form a National Government to tide over 
the financial crisis. Such an idea was not in my mind, 
My remark simply stated the obvious fact that it would 
be impossible for a Minority Government to carry pro- 
posals for the drastic reduction of expenditure if the 
Opposition were to pursue Party tactics and endeavour 
to make Party capital out of unpopular proposals. I 
reahsed at the time that w-e should very likely have to 
face the opposition of a section of our own Party in carry- 
ing through economy schemes. The Labour Party, or at 
least a section of them, had lived so long in the belief 
that the only function of a Labour Government was to 
spend money that they would not be likely to be reconciled 
to the opposite policy. There was not at that time the 
least likelihood that the Conservatives would consider the 
setting up of a National Government. Only a fortnight 
before, Mr. Baldwin had referred to this question in a 
public speech, and had pointed out that the insuperable 
objection to the Conservatives co-operating with men of 
Other Parties was that the Conservatives believed that the 


restoration of prosperity could only be achieved by the 
protection of the home market and the development of 
the imperial market. He was prepared to co-operate 
gladly with men to whatever Party they belonged if they 
would agree to a policy aimed at that object. 

My idea of the political future at the end of July was 

that when we met in the autumn and submitted our 

economy proposals we could count upon the support of 

the Conservatives and the Liberals, and the reluctant 

support of the majority of our own Party, though the 

Conservatives would probably regard our proposals as 

inadequate and endevour to secure more drastic reductions 
of expenditure. 

At the close of the sitting of the House which I have 
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been describing, I asked the Prime Minister to call such 
members of the Cabinet as might be available into his 
room as I wanted to make known to them in brief the 
nature of the May Economy Report which I had just 
received. At this meeting an Economy Committee of the 
Cabinet was set up which consisted of MacDonald, 
Henderson, Thomas, Graham and myself. The import- 
ance of taking immediate action on the recommendations 
of this Committee was realised, and it was decided that 
the members of the Economy Committee should come 
back to London on 25th August and be prepared for days 
of continuous sittings. Meanwhile, each of the Govern- 
ment Departments which would be affected by the 
recommendations of the May Committee Report were to 
thoroughly examine the recommendations and to submit 
the results of their examination to the Treasury not later 
than the i8th August. This would give the members of 
the Cabinet Economy Committee a week before they met 
to examine these reports. 

I had better now set out the main recommendations of 
the May Economy Committee. The Committee had 
construed its terms of reference very widely, and had 
gone very exhaustively into the budgetary position. 
After examining the prospective expenditure next year 
and estimating the probable revenue, including the usual 
provision for the reduction of debt, the Committee came to 
the conclusion that there would be a sum of ^120,000,000 
to be made good next April, either by severe taxation or 
by economy. On this basis the May Committee had 
proceeded to make recommendations for economy by 
reduction of expenditure. They made recommendations 
which would reduce expenditure by over ^96,000,000. 
The remainder of the estimated deficit, amounting to 
y£24,ooo,ooo, would have to be met by increased 
taxation. 
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1 had better summarise the main recommendatiop? 

which the May Committee made for immediate savings “ 

Reduction in the pay of the personnel of the Fight- 
ing Services 

Reduction of Police by 12J per cent. . . 

Various economies in the Defence Expenditure 

Postponement and slowing down of Road Schemes 

Reduction of Agricultural Grants 

Saving on the Budget of the Empire Marketing 

Board 

® f 

Reduction of the Colonial Development Fund by . 

Reduction of Wireless Licence Receipts paid to the 
British Broadcasting Corporation . 

Unemployment Insurance Reduction on Benefits 
by 20 per cent., the increase of weekly contri- 
butions to lod. each for workers, employers 
and the State in the case of men, and the 
application of a needs test by public assistance 
authorities to all applicants who have exhausted 
their insurance relief but who are still in the 
Insurance .... 

National Health Insurance Reduction on the 
Capitation Payment to Doctors, and other 
minor savings . 

Reduction of Teachers’ Salaries by 20 per cent, and 
of the State Grant in respect of Teachers’ 

Salaries from 60 per cent, to 50 per cent., and 
other minor savings . . . . . 13,000,000 

The aggregate of all these economies, it will be noted, 
amounted to ^^6 poo poo. Over ^^80,000,000 of savings 
the Committee recommended would be obtained by a 
reduction of the expenditure on social services. 

The Committee's Report was a voluminous production, 
extending to three hundred pages, and it is impossible to 
attempt to do more than summarise the principal recom- 
mendations for immediate adoption. I have given the 
brief summary above because these items formed the 

subject of the discussions which followed, both in the 


66,500,000 
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Committee, the Cabinet, and in the conversations 
ffhich tookfplace between representatives of the Govern- 
ment and the heads of the other political Parties. 

With regard to the Unemployment benefits, I may 
mention that at the same time a Royal Commission on 
Unemployment Insurance was sitting, and this Com- 
niissioa had presented an interim report two months 
\ before the May Committee reported . The May Com- 
mittee had the advantage of considering the recommen- 
dations of this Unemployment Commission, which had 
proposed to reduce Unemployment benefits for adults by 
js, a week, but the May Committee proposed a rather 

i smaller reduction. 

I may mention that the two Labour members of the 
May Committee did not sign the Majority Report, but 
presented a Minority Report of their own. This Minority 
Report dissented from most of the recommendations of 
tbe Majority. It disagreed with all the recommendations 
concerning Unemployment Insurance, but considered 
that a reduction of teachers’ salaries in the region of 12^ 
per cent, would appear to be justified. In the main the 
Report of this Minority of two showed no appreciation of 
the gravity of the national financial position, and followed 
generally the lines of ordinary Socialist propaganda. 

It will be seen that the recommendations of the May 
'Committee had given the Cabinet Economy Committee 
a hard task. I took no holiday, but remained in close 
touch with the Treasury and the Bank of England during 
the succeeding weeks. Within a week, however, of the 
publication of the May Report the financial situation had 
become so bad that a meeting of the Cabinet Economy 
Committee became urgently necessary. The first effect 
upon foreign opinion of the publication of the May Report 
and its exposure of the budgetary position estimating the 
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deficit of ^120,000,000 had been to increase the nervous- 
ness among the foreign owners of deposits in this country, 
The Bank of England was losing gold and foreign exchange 
very heavily, and day by day the withdrawals increased 
at an alarming rate. It was clear that if this continued 
the point of exhaustion would come very soon, with dis- 
astrous consequences. 

The root cause of this withdrawal of gold and foreigi 
capital was understood to be the belief of the foreigners 
that our budgetary position was unsound, and that unti 
that was remedied, or until there was evidence that w 
were taking drastic steps to set it right, this uneasiness 
abroad would continue. The foreigners did not appear 
to realise that the budgetary position in this country taken 
at its worst was much better than their own, for at that 
time, with one exception, all the foreign countries and the 
Dominions had proportionately much heavier Budget 
deficits than we had. Whatever the foundation for this 
impression abroad might be, there was no doubt about its 
reality. The efforts of the Bank of England in arranging 
^ ;£5 o>ooo,ooo credit through the three Central Banks had 
not had the desired effect. 

When the facts of the large foreign withdrawals of gold 
and foreign exchange came to my knowledge I felt that 
we could not wait until the date we had fixed for the 
meeting of the Cabinet Economy Committee on the 25tli 
August. The collapse was almost certain to come before 
then if we delayed. So on the 7th August I sent an urgent 
commumcation to the Prime Minister (who was at Lossie- 
mouth), and put before him a statement of the serious 
position, and suggested that he should try to get the 
Cabinet Economy Committee together as soon as possible, 
He came back to London at once, travelling overnight, 
and on his arrival the two of us spent most of the day! 
considering the situation and interviewing a number 
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of representative bankers who were called in to a 

consultation . 

Immediately upon receipt of my communication, Mr, 
MacDonald had given instructions that the members of 
the Cabinet Economy Committee should be called from 
their holidays, and the first meeting of the Committee was 
held on I2th August. Our conversations were continued 
the following day, and we decided that next year’s Budget 
must be balanced, that every section of the community 
must make proportionate sacrifices. At the time Mr, 
MacDonald summoned the Cabinet Economy Committee 
he communicated with Mr. Baldwin, Mr. Neville Cham- 
berlain and Sir Herbert Samuel. Mr. Baldwin, who was 
having a holiday at Aix, immediately responded to Mr. 
MacDonald’s request, and Mr. Neville Chamberlain in- 
terrapted his fishing holiday in Scotland to meet us in 
London, and Sir Herbert Samuel also returned from 
holiday for the purpose. 

These three leaders of the Opposition Parties all showed 
a willingness to be helpful in this crisis, and promised to 
be available for any further consultations which we might 
desire. Mr. MacDonald returned to Scotland after these 
meetings of the Cabinet Economy Committee and these 
interviews with the Opposition leaders, but three days 
later came back to London for further sessions of the 
Cabinet Economy Committee. From that day onward 
meetings of the Cabinet Economy Committee, of the 
Cabinet as a whole, and conversations with the leaders 
of other Parties, kept some of us at work from early 
morning till late at night. What happened as the outcome 
of these meetings has been related in inspired newspaper 
reports, in speeches in the country, and in debates in the 
House of Commons by individuals who, more or less, 
took part in them. Of the members of the Labour 
Cabinet, Mr. MacDonald and myself were the only two 
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who were present at all these gatherings. We conducte^J 
the conversations with the leaders of the other PartieSi 
and reported the results of these conversations to oW 
Cabinet colleagues. I will deal with what happened 
these meetings only in so far as to give the correct version 
of the numerous accounts which had been made public . 

As soon as the Report of the May Committee 
received, I instructed the Treasury officials to go into the 
budgetary position with the utmost care, and to submh 
to me a balance-sheet of the estimated Income and EX' 
penditure for the current financial year which would end 
on the 31st March 1932, and a similar statement for the 
following year — ^that is, from the ist April 1932 to the 
end of March 1933. 

This examination gave appalling results. Assuming 
that borrowing for the Unemployment Insurance pay- 
ments and for the Road Fund ceased and were met out 
of revenue, the estimated deficit for the current year 
amounted to ^£74,679,000, and for the following year to 
the colossal figure of ,£ 170, 000,000. This figure of 
^xyopoofioo represented the problem the Government 
had to solve. This deficit would have to be met bv 
economies and by increased taxation. 

The Cabinet Economy Committee submitted to the 
Cabinet a first draft of economy proposals which amounted 
to a sum of ^£78,500,000. Of this sum £50,000,000 was 
in relation to Unemployment. But it must be understood 
that these were only tentative proposals suggested for 
consideration, and they included no cuts in the standard 
rates of Unemployment allowances. All these suggestions 
were not strictly economies. The £50,000,000 in relation 
to Unemployment included a sum of £10,000,000 which 
represented increases in the premiums of insurance paid 
by employers and workers . This Report from the Cabinet 
Economy Committee was considered by the Cabinet on 
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the 19th August. This meeting of the Cabinet lasted for 
nine hours , after which the Press announced that a set 
of figures had been agreed upon which would provide for 
balancing the Budget. This statement was not strictly 
correct. There was a provisional agreement on economies 
which amounted to 5(^56,250,000; and ways and means of 
increasing this figure by a saving of ,^20,000,000 on Tran- 
sitional Benefit was left over for further consideration. 

On the following morning, in accordance with instruc- 
tions from the Cabinet, Mr. MacDonald and I met the 
Opposition leaders. Mr. Baldwin was away on holiday, 
and his place was taken by Sir Samuel Hoare. The 
Opposition leaders at this Conference were Sir Herbert 
Samuel, Sir Donald Maclean, Mr. Neville Chamberlain 
and Sir Samuel Hoare. We put before them a full and 
frank statement of the budgetary position, and when we 
disclosed to them the figures I have just given of the 
appalling extent of the deficit for the current year and 
the following year, they were naturally staggered. The 
Conference adjourned to allow the Opposition leaders 
time for the consideration of our economy suggestions. 
It was agreed that we should meet again next day to hear 
their views on the tentative economy proposals we had 
laid before them. In the meanti m e the Cabinet sat in 
the morning and the afternoon, and the figures which we 
lad put before the Opposition leaders on the previous 
lay were considerably modified. 

When we met the Opposition leaders after the Cabinet 
neeting we had to report to them that in regard to Unem- 
doyment the Cabinet had rejected the proposal of the 
Nbinet Committee, and instead of being ,^50,000,000 it 
ras reduced to ,(^22,000,000. Of that sixm of £22,000,000, 
^14,000,000 was not an economy at all, but really addi- 
ional taxation. There was to be a contribution of 
1^10,000,000 from employers and employed, and there 
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was also to be a levy for the Unemployment Insurance’ 
Fund of zd. a week from those who were working. This 
levy was expected to yield ,^4,000,000. The effect of the 
increased contribution from employers and the work- 
people and from the 2d. levy left only ^8,000,000 of real 
savings on the Unemployment expenditure, and of that 
sum ^^3,000,000 had already been decided upon imderthe 
Anomalies Act which had been passed by Parliament.. 
The new savings on Unemployment would, therefore,' 
amovmt only to ,^5,000,000, and this sum was to be 
obtained by imposing a Means Test for Transitional 
Benefit. The paltry character of this economy will 
be realised when I mention that the estimated cost of 
Unemployment in the following year would amount to 
5^)119,000,000. 

The Opposition leaders , after considering the proposals 
we had submitted to them the previous day for a total of 
econonoies amounting to ,^78,500,000, had been prepared 
to accept them as a very bold scheme and a courageous 
attempt to grapple with the realities of the situation. The 
modified statement which we had to submit to them that 
afternoon was not regarded as being satisfactory. It 
would have left about ^[120,000,000 to be raised by 
additional taxation. They regarded these proposals as 
altogether inadequate, and they told us that in their 
opinion Parliament would talce the same view. 

On the suggestion of Mr. Henderson, the Cabinet 
Economy Committee met the General Coxmcil of the 
Trade Union Congress, the Executive of the Labour 
Party, and the Consultative Committee of the Parlia- 
mentary Labour Party on the afternoon of 20th August, 
At that time it will be remembered the Cabinet had agreed 
provisionally to economies amounting to 5^56,000,000, 
but had declined to make a cut in the Unemploymeui 
allowances. I went to this meeting with the Trade 
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Union Congress Committee with great reluctance. I had 
never recognised the right of the Trade Union Congress 
Committee to be consulted on matters of Cabinet policy. 

I went to this meeting, however, because, in addition to 
the Trade Union Congress Committee, there were present 
representatives of the Labour Party Executive and of the 
Parliamentary Labour Party. I put before this meeting 
a statement of the economies on which the Cabinet had 
already agreed, but pointed out that at present they had 
not decided upon a reduction in the Unemployment 
allowances. That statement of mine was construed by 
the meeting as a definite decision of the Cabinet not to 
make any reduction in the Unemployment payments. 

That, however, was not my intention. There was a 
division of opinion in the Cabinet on that question, and 
I did not regard the matter as having been finally closed. 
As a matter of fact, there was a small majority in the 
Cabinet favourable to a reduction in the Unemployment 
allowances. This was disclosed at the time in the Daily 
Herald, the organ of the Labour Party, in full detail, with 
the names of the Ministers who took the one view or the 
other. My statement to this joint Conference simply 
amounted to this, that at that time the Cabinet had not 
included any reduction of Unemployment allowances in 
their economy proposals, but the Cabinet did on the 
following days reconsider seriously the possibility of 
increasing the total of the economies by a lo per cent, 
reduction in the Unemployment benefits. 

Mr. MacDonald and myself were instructed to meet the 
Opposition leaders, and to ask them, without a definite 
commitment, what their attitude would be if the Cabinet 

^ f 

agreed to a reduction in the Unemployment allowances 
which was estimated would yield ^£12,250,000, which 
would bring the total of the relief to the Budget up to 
£68,500,000. The Opposition leaders told us that ifwe 
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could submit a definite proposal to that eflFect they might 
consider if it would be regarded as adequate. As a matter 
of fact, that figure of ;£68, 500,000 was within ,£2,000,000 
of the total economies which were proposed to Parlia- 
ment by the National Government when they tool 
office. 

To turn back to the meeting with the Trade Union and 
Labour representatives. After we had left this meeting 
the Trade Union Congress Committee discussed the state- 
ment we had put before them, and late that evening they 
sought an interviev/ with the representatives of the 
Cabinet. Mr. MacDonald and I received them. The 
spokesman of the Trade Unions were Mr. Bevin and Mr. 
Citrine, the Secretary of the Trade Union Committee, 
This deputation took up the attitude of opposition to 
practically all the economy proposals which had been 
explained to them. They opposed any interference with 
the existing terms and conditions of the Unemployment 
Insurance Scheme, including the limitation of statutory 
benefit to 26 weeks. We were told that the Trade Unions 
would oppose the suggested economies on teachers’ 
salaries and pay of the men in the Fighting Services, and 

any suggestions for reducing expenditure on works in 
relief of unemployunent. 

The only proposal to which the General Council were 
not completely opposed was that the salaries of Ministers 
and Judges should be subjected to a cut ! They were of 
opinion that no economies were needed, and all the 
revenue that was necessary could be obtained by additional 
direct taxation and the suspension of the Sirxking Fund ! 
The deputation showed no appreciation of the seriousness 
of the situation; their statements appeared to be based 
upon a pre-crisis mentality ; and the objections they raised 

to the proposals were those which members of the Cabinet 

would have taken had the national financial circumstances 
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been prosperous. I replied to all the points they raised at 
some length, but we had to realise that the Trade Union 
General Council were not prepared to play their part in 
tbe existing crisis, nor to accept even the scheme of 
economies which had already been provisionally agreed to 
by the Cabinet. 



CHAPTER LXXVII 

The Story Continued 

During the succeeding three days, that is, from Thursday 
20th August to Sunday 23rd August, Mr, MacDonald 
and I, with the consent of the Cabinet, had frequent 
interviews with the leaders of the Opposition. They 
maintained their attitude that if the Government could 
not go beyond the figure of ^^6,2^0,000 as the total of 
their economies , they would feel compelled to call for an 
early meeting of the House of Commons, when they would 
unite and defeat the Government . Faced with this proba- 
bility, the Cabinet turned its attention to seeking whether 
something more could be done. I ought to add that the 
Opposition leaders were wholly dissatisfied with the pro- 
posals of the Cabinet for reducing the cost of the Unem- 
ployment payments. The Cabinet, therefore, turned its 
attention to seeing what could be done to meet the 
demands of the Opposition leaders on this matter. There 
was, as I have said, an almost equal division of opinion 
in the Cabinet on the question of a reduction in the 
Unemployment benefits. 

It was, therefore, decided that Mr. MacDonald and 
myself should be empowered to submit tentatively to the 
Opposition leaders a suggestion that if we could increase 
the economies by ,^20,000,000, namely, ,^12,500,000 from 
the Unemployment Grants and ,^7,500,000 from other 
sources, they would regard that as satisfactory. We were 
placed in a difficult position in making this suggestion, 
because we had no assurance that if it were accepted by 
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Opposition l63.d.crs the Cs-binct would. 3 .grcc to do it. 
wo put the proposal before thexUj 3 .n.d we 
^£;eived the impression that if this could be done they 
regard the total of our economies as satisfactory, 
they urged that this was a matter upon which the 
^^ers should be consulted, and if they were satisfied 
Opposition leaders would raise no further objection.^ 

^ This brings me to the position of the bankers in this 

jdsis. The financial position was daily getting worse. A 

ollapse of credit was imminent, and this would have had 
disastrous effect. So much has been said about the 
^ctatorship of the bankers that it is only fair to them to 
gj^te clearly what their attitude was throughout all these 
jjegotiations. In order to fight the financial crisis the 
gank of England was endeavouring to raise a credit of 
rgo, 000,000, half of which would be raised in New York 
jiid the other half in Paris. The Federal Reserve Bank 
of New York and the Central Bank in Paris had through- 
out shown a sympathetic attitude to the financial difficul- 
ties in which Great Britain was placed. They had already 
granted credits for a sum of ^50,000,000, and these 
credits were exhausted. Both New York and Paris were 
quite ready to grant a further credit of £^0,000,000 
provided satisfactory assurances for the security of the 
advances could be given. In fact, the Federal Reserve 
Bank of New York and the Central Bank of France had 
issued on their own initiative a reassuring statement as to 
the British Government’s intentions to rehabilitate the 
national financial position. 

Contrary to reports which were circulated that the 
present crisis was due to a conspiracy on the part of the 
bankers, the fact was that throughout the banks had 
shown great willingness to render financial assistance to 
the Government. All that the foreign banks had insisted 
Upon was that they should be reasonably sure of the 
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security for the advances they were ready to make. The' 
representatives of the Bank of England made it quite clear 
that if the economies of ^^56, 000,000 represented the 
Government’s final word, the scheme would be of no 
value in restoring foreign confidence. They pointed out 
quite truly that an analysis of that figure showed that the 
real savings m the expenditure amounted only to about 
000,000, the remainder being further taxation upon 
the employers and work-people. IVIr. IVIacDonald and I 
put before the bankers the suggestion we had made to 
the Opposition leaders with the consent of the Cabinet 
that the total economies might be increased by 5^20,000,000 
from the figure of ,^56,000,000 previously accepted. They 
thought that if this could be done it might satisfy New 
York, and the credits sought would be granted . I elaborate 
this matter because it was upon this that the Labour 
Government was finally broken up. 

A proposal had been strongly pressed from certain 
quarters that the Budget might be balanced by a sus- 
pension of the Sinking Fund. To this I was strongly 
opposed, because I could not agree to a proposal which 
was a mere subterfuge to hide the true financial position. 
It would be at once detected if this were done that the 
Budget was not balanced, but that the appearance of a 
a anced Budget had been given by recourse to borrowing, 
nstead of such a course helping to restore foreign con- 
fidence, It would have had the very opposite effect. A 
urther suggestion was pressed very strongly that we 
might have recourse to a 10 per cent, revenue tariff. A 
10 per cent, revenue tariff on certain imported manu- 
fartures would, we were told, yield ,^20,000,000, and a 

^ ^ cent, on food at present untaxed would 

^obably yield^ a further /25,ooo,ooo. Mr. Arthur 
Henderson, as he confessed in a speech he delivered on 
loth September 1931 to. the Trade Union Congress at 
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Bristol, was prepared to accept a revenue tariff as an 
alternative to the reduction in Unemployment benefits. 
I quote from the Daily Herald, the organ of the Labour 
Party, of the 19th October. It reproduced these words 
from the speech he delivered on that occasion : 

“ If I may confess, and I claim to be as strong a Free Trader 
as any who are here, if I am faced with a large cut in the pay- 
ments given to the unemployed or a 20 per cent, revenue tariff 
as an emergency expedient, the revenue accrued therefrom to 
be assigned to revenue purposes, I am going to try the value of 
that experiment.” 

On Saturday, the 22nd August, the situation was hectic. 
The Bank of England submitted to Mr. Harrison, the 
President of the New York Federal Reserve Bank, the 
tentative suggestion of a reduction of 10 per cent, in 
Unemployment payments, and 000, 000 from other 
sources. Mr. Harrison replied by telephone that, while 
he was not in a position to give the answer until he had 
consulted his financial associates, his opinion was that it 
would give satisfactory assurance, and the credits would 
be forthcoming. The reply of Mr. Harrison to the 
enquiry from the Bank of England after he had consulted 
the financial interests in New York was quite satisfactory. 
He said that if the proposals approved by the Bank of 
England were likely to receive a favourable response from 
public opinion in Great Britain that would be regarded 
as satisfactory, and there would be no further difficulty 
in raising the required credits in New York, and the 
French market would probably raise an equivalent 
amount. 

When this opinion reached us the Cabinet was called 
upon to make a crucial decision. This decisive meeting 
of the Cabinet was held at seven o’clock on Sunday, the 
23rd August. The split in the Labour Cabinet took place 
because unanimity could not be reached on the proposal 
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to reduce Unemployment pay by lo per cent. The May 
Committee had recommended a cut of 20 per cent. It 
may be mentioned that after a 10 per cent, cut in Unem- 
ployment pay the recipients of these payments would be 
in a better position than they were under the Labour 
Government of 1924 when there were abounding Budget 
surpluses. There had been in the meantime a fall in the 
cost of living which was equivalent to a 30 per cent, 
increase in the purchasing power of these benefits. 

When this final test came the Cabinet would not agree 
to implement the authority they had given to Mr. 
MacDonald and myself to submit to the Opposition 
leaders and the bankers the suggestion for £20,000,000 
further economies which would include a reduction of 10 
per cent, in Unemployment payments. A small majority 
of the Cabinet (and this became public property later) 
were in favour of these further economies, but as we could 
not have carried a united Cabinet in adopting them, 
and half the Cabinet would have resigned, the break-up 
of the Labour Government was inevitable. A cut in the 

Unemployment pay was repugnant to us all, but we had 
no choice in the matter. 

As so much controversy arose later, both in Parlia- 
mentary debates, during the Elections, and on public 
platforms, as to whether the Labour Government had 
agreed to economies which were enforced by the National 
Government, it might be well to place on record the 
details of the economies which they had accepted : 

Unemployment Insurance (limitation of insurance 
benefit to 26 weeks, means test after that for 
transitional benefit, removal of '‘anomalies’', 
and increased contributions . . . ^£22, 000, 000 

Education (including 15 per cent, reduction in 

teachers’ salaries) . . . . . 10,700,000 

Carry forward £32,700,000 
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Brought forward 
Defence (including present reductions in pay of the 
Forces) ...•••• 
Roads ..■••••• 

Police Pay— first year 

(Second year, ^1,000,000) 

Unemployment Grants . . . . ■ 

Afforestation ■ 

Agriculture • 

Health— Doctors 

Other Economies ...••• 
Empire Marketing Board .... 
Colonial Development Fund . . . . 

Miscellaneous (including reductions for Cabinet 
Ministers and others) .... 



;£ 32 , 7 oo,ooo 

9.000. 000 

7.800.000 
500,000 

500,000 

500.000 

700.000 

700.000 

1.000. 000 

250.000 
250,000 

2.500.000 
£56,400,000 
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The Formation of the National Government 

When this final disagreement occurred it was evident that 
the Prime Minister had anticipated such a development, 
and had made his plans to deal with it. He asked the 
members of the Cabinet to place their resignations in his 
hands. This was done, and the Prime Minister im- 
mediately left the meeting to seek an audience with the 
King to acquaint him with the position, and to advise 
His Majesty to hold a conference with Mr. Baldwin, 
Sir Herbert Samuel and himself next morning. The 
Cabinet agreed to this course. Mr. MacDonald left at 
10. 10 p.m., and the members of the Cabinet remained in 
the room to await his return. He came back at 10.40, 
and told us that His Majesty had accepted his advice to 
meet Mr. Baldwin, Sir Herbert Samuel and himself next 
morning at 10 o’clock. 

The Prime Minister, quite properly, had kept the King 
fully informed of the conversations with the Opposition 
leaders and of the difficulties within the Labour Cabinet. 
During the week before the resignation of the Labour 
Government the Edng had left Sandringham for Balmoral, 
but on the Saturday before the resignation of the Govern- 
ment the Prime Minister informed His Majesty of the 
critical situation, and that probably a change of Govern- 
ment might become necessary. His Majesty at once 
returned to London, and arrived there at eight o’clock on i 
Sunday morning. Mr. Baldwin, who was at Aix, had been.' 
informed by his colleagues that his presence in London^ 
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was urgently needed, so he came back at once and arrived 

in London on the Saturday evening. 

Two hours after the arrival of the King from Balmoral, 
Mr. MacDonald had an audience with him at the Palace, 
and after this interview a statement was issued from lo 
Downing Street, which read : “ On the Prime Minister’s 
advice the King has asked Mr. Baldwin and Sir Herbert 
, Samuel to see him, because His Majesty wishes to hear 
from them themselves what the position of their respective 

Parties is.” 

In accordance with this statement. Sir Herbert Samuel 
and Mr. Baldwin had, separately, audiences with the King 
that Sunday afternoon. 

' That evening the fateful Cabinet Meeting was held 
when the resignation of the Labour Cabinet was agreed 
upon. 

What took place at the meeting with the King and the 

three Party leaders at the Palace at ten o’clock on Monday 

morning I do not know beyond what was reported to us 

by Mr. MacDonald on his return. A meeting of the 

Labour Cabinet was called for twelve o’clock noon (24th 

August), and to this meeting Mr. MacDonald reported 

that it had been decided to form a Government of in- 

« 

dividuals whose task would be confined to dealing with 
the financial emergency. Mr. Baldwin and Sir Herbert 
Samuel were prepared to join such a Government, with 
Mr. MacDonald as Prime Minister. 

The resignations of the Labour Ministers had already 
been given to Mr. MacDonald, and it was agreed that he 
should place them in the hands of the King that afternoon. 

The developments from that Monday morning’s 
audience with the King came to me quite unexpectedly. 
I left the Cabinet Meeting at 10.40 p.m. on the Sunday 
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under the belief that the outcome of the resignation of 
the Labour Cabinet would be that Mr. Baldwin would 
be asked to form a Government, and with the help of the 
Liberals would carry through measures of economy and i 
additional taxation which would balance the Budget and 
restore national stability. Whatever, at that time, may 
have been in Mr. MacDonald’s mind as to a National 
Government with himself as Prime Minister he kept to 
himself, for at a meeting he had with the Opposition 
leaders at ii p.m. on Sunday after his return from the 
Palace he gave them no hint of such a possible develop- 
ment. Mr. Neville Chamberlain, who was present at 
that meeting, stated publicly a few days later that he 
went to bed that night expecting that next day Mr.' 
Baldwin would be called upon to form a Government. 

Mr. MacDonald at the Palace meeting on the Monday 
morning agreed to the formation of a National Govern- 
ment, with himself as Prime Minister, without a word of 
previous consultation with any of his Labour colleagues. 
He knew he would have the great majority of the Labour 
Cabinet against him, and practically the whole of the 
Parliamentary Labour Party. He had, in fact, at that 
time, no assurance that he could take any of his late 
colleagues with him. Mr. Baldwin and Sir Herbert 
Samuel were in a different position. They could count 
confidently on carrying their Parties with them. Mr. 
MacDonald at the best could not hope to have the support 
of more than a mere handful of Labour members. 

It was a very strange thing that Mr. MacDonald should 
have taken this grave step without informing some at 
least of his Labour colleagues of his intention. He did 
tell his Cabinet, as I have mentioned, that he intended to 
advise the King to call the Opposition leaders into consulta- 
tion, but this was not understood either by them or the 
Labour Cabinet as the prelude to a National Government. 
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When the Labour Cabinet as a whole declined to agree 
to a reduction of Unemployment pay, Mr. MacDonald 
assumed too hurriedly that this involved the resignation 
of his Government. He neither shewed nor expressed 
any grief at this regrettable development. On the con- 
trary, he set about the formation of the National Govern- 
ment with an enthusiasm which shewed that the adventure 

'was highly agreeable to him. 

Mr. Baldwin and Sir Herbert Samuel at once called 

their supporters together to endorse their action, which 

they promptly did. Mr. MacDonald, on the other hand, 

never sought to meet the Labour Party. Two days after 

the formation of the [National Government he sent a 

private letter to each Labour member of Parhament in 

which he stated the reasons for the resignation of the 

Labour Government and the formation of the National 

Government. This letter was not intended to be 

published, but some Labour member who received it 

must at once have handed it to the Press, for it appeared 

in the evening newspapers the same day. 

A meeting of the Parliamentary Labour Party was held 
on 28th August. Mr. MacDonald did not attend it, nor 
did he send any message or appeal. This was natura y 
taken as an indication that he had finally separated hiin- 
self from the Party and did not want its support. 1 do 
not know if Mr. MacDonald had an invitation to attend 
‘ this meeting. I was not aware of it until after it had 
been held. Labour members have since complamed tiiat 
Mr. MacDonald and myself did not attend this meetog. 
Even had I known of it my presence would have been 
useless, for the day before the Trade Union Co^cil ^ 
the Committee of the Parliamentary Labour W 

issued a public manifesto which made any c 
their attitude to the National Government impossi e. 

I deal with this manifesto later . 
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Taking all these things together, I think they givt 
ground for the suspicion expressed by Mr. Hendersoij 
and other Labour Ministers that Mr. MacDonald ha4 
deliberately planned the scheme of a National Govern, 
ment, which would at the same time enable him to retain 
the position of Prime Minister and to associate wili 
political colleagues with whom he was more in sympatkj 
than he had ever been with his Labour colleagues. Hel 
had always entertained a feeling of something like con- 
tempt for the Trade Union leaders. His mind for a long 
time before this crisis arose had been turning to the idea 
of a new party orientation and government by what he 
called a Council of State . Something of this sort had not 
altogether been absent from the mind of Mr. Baldwin, 
for I remember a statement he made two or three years 
before, that probably the time was not far distant when 
he and Mr. MacDonald would be sitting in the same 
Cabinet. This observation was probably due to Mr, 
Baldwin’s shrewd appreciation of Mr. MacDonald’s 
political temperament. 


When the members of the Labour Cabinet were leadng 
after the Prime Minister’s announcement that he had 
agreed to form a National Government, he asked me and 
Mr. Thomas and Lord Sankey to remain behind. We 
then had a frank conversation about the new situation 
which had so unexpectedly arisen. He asked us if rve 
were prepared to join him in the Government which was 
to be formed. In view of my position as Chancellor of 
the Exchequer, and the exceptional responsibility I had 
for helping to get the country out of its difficulties, I 
that there was no other course open to me than to assist 
the new Government, provided I could get certain 
assurances as to its character and its purpose. Tha 
definite assurances which were given to me were : 
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(1) That the new Administration would not exist for a longer 
period than to dispose of the emergency, and that when that 
was achieved the political parties would assume their respective 

positions. 

(2) That the Administration would not be a Coalition Gov- 
ernment in the general sense of the term, but a National Govem- 
ment for one purpose only. 

(3) That as soon as the financial crisis had been settled there 
should be a General Election, and at that Election there would 
be no merging of political parties and no “Coupon” or other 
party arrangements. 

(4) That the Administration which was being formed would 
not propose any party legislation of a controversial character, 
but would confine itself to the one purpose for which it was 

being farmed. 

1 had not the least expectation then of the developments 
which followed later. It never entered my mind that this 
meant the permanent separation from my former col- 
lesgues in the Labour P arty . I expected that, though we 
had differed on what, after all, was a comparatively minor 
matter, we should be able to resume our former co- 
operation in the Labour Party when the emergency 

legislation had been passed. 

These views as to the purpose of the National Govern- 
ment were publicly expressed at the time by Mr. 
MacDonald, Mr. Baldwin and Sir Herbert Samuel. The 
official statement issued from Downing Street the day the 
National Government was formed contained the following 



“ The specific job for which the new Government is bemg 
formed is to deal with the national emergency which now emste. 
It will not be a Coalition Government in the usual sense of the 
term, but a Government of co-operation for this one purpose . 
When that purpose is achieved the political parties will resume 

their respective positions.” 

ffhe following day in a broadcast address Mr. 

repeated this view. He said: 
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“It is not a Coalition Government. I will take no part 
that. It is not a Government which compels any party to changt 
its principles or to subordinate its individuality. I should tafe 
no part in that either. It is a Government of individuals, fomel 
to do this work. If the work takes little time the life of tlij 
Government will be short. When that life is finished the wort 
of the House of Commons and the general political situation! 
will return to where it was last week, and those who have taken 
risks will receive either our punishment or our reward. Tii| 
Election which will follow will not be fought by the Govern- 1 
ment. There will be no coupons, and, I hope, no illegitimate 
prejudices.” 

Mr. Baldwin, speaking at a Conservative meeting called 
to endorse the action of their leaders , repeated in substance 
what the Prime Minister had said in the quotations I 
given. Sir Herbert Samuel, at a meeting of the Liberal 
members called for the same purpose, after stating that 
the leaders had the acquiescence of Mr, Lloyd George in 
the course they had taken (Mr. Lloyd George was ill at 
the time and had been unable to take part in the con- 
sultations with the Labour Cabinet), said: 

“This Government is a temporary combination, but in mj 
own view it cannot abandon the task which it has undertaken 
until it has seen it well on the way to completion.” 



I had thrown in my lot with the National Governmeni 
with considerable regret, but from a sense of duty. I 
was no pleasant experience to be separated, even if onl 
temporarily, from old colleagues and from a Party witl 
which I had been closely associated for nearly forty years 
I did not then realise that later developments wouli 
exacerbate the relations between ourselves and our lat 
colleagues, and lead to a permanent alienation. 

On the 27th August a general manifesto was issued b 
the Trade Union Council, the National Executive of th 
Labour Party and the Consultative Committee of tl 
Parliamentary Labour Party which removed any doul 

956 



The Formation of the National Government 

I might have felt as to the wisdom of my action in joining 
the National Government. This manifesto was a shame- 
ful travesty of the facts which had led to the resignation 
of the Labour Government, and a gross misrepresentation 
of the purpose for which the National Government had 
been formed. This manifesto stated that the motives 
which impelled the National Government m its policy of 
drastic cuts in social expenditure were that this country 
was setting a bad example to other countries in taxing 
the rich to provide for the necessities of the poor; that 
Unemployment benefit was being attacked on the ground 
that it strengthens resistance to wage reductions ; and that 
the new Government was an attempt to reverse the social 
policy which provided for the unemployed, the aged and 
the sick, the disabled, the orphaned and the widows. 

This was the first indication of the line the Labour 
leaders were going to take in repudiating responsibility for 
economies to which the Labour Cabinet as a whole had 
agreed. This manifesto did much to change my views 
about the political honesty of my late Labour colleagues, 
and to make me doubt whether any future coming together 

would be possible. 


As I have already said, I do not think that Mr. 
MacDonald felt any regret that the break with his Labour 
colleagues had come to pass, and later developments have 
amply confirmed this belief. The day after the National 
Government was formed he came into my room at 
Downing Street in very high spirits. I remarked to him 
that he would now find himself very popular in strange 
quarters. He replied, gleefully rubbing his hands. Yes, 
to-morrow every Duchess in London will be wanting to 

kiss me!” . 

^ It is not for me to say what were the motives whic 

had determined the majority of the late Labour Cabmet 
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to take the course they did, but if I might venture to ' 
suggest a reason I should say that the opposition of the 
General Council of the Trade Union Congress was largely 
responsible for their action. Mr. Arthur Henderson had 
taken the line that a Labour Government should not carry 
through a policy in opposition to the views of the T rade 
Unions. It was a favourite saying of his that “we must 
take the Trade Union movement with us”. Oppositior 
to cuts in the Unemployment payments was given as the 
reason for their action, but at least half of the Labour 
Cabinet Ministers who now took up the attitude of 
opposition to the new Government had been willing, 
reluctantly I admit, to agree to this lo per cent, cut being 

included in the economy proposals. 

At the time the Labour Cabinet broke up it was under- 
stood that a General Election would follow in the course 
of a few weeks, and I think it is true that the Labour 
Ministers were afraid to face the electors with a record of 
having reduced the Unemployment pay. From informa- 
tion which came to me, I understood that ]Mr. Henderson 
and his colleagues were confident that their action in 
declining to make a reduction in the Unemployment 
benefits would secure them a majority at the forthcoming 
Election. They argued that there were about three 
million unemployed voters, and these with their families 
and the Trade Union movement as a whole would vote | 
solidly for the Labour Party. This belief showed how' 
little they understood the national character, and how 
little they realised the force of the case which could be 

made against them. 


My feelings and expectations at the time I j oined the 
National Government could perhaps best be given by 
reproducing correspondence I had with the Chairman ol 
the Labour Party in my constituency. The first of these 
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letters was written late on the Saturday before the resig- 
nation of the Labour Government on the Monday. It 
was written then because of my expectation that the 
resignation of the Labour Government would be followed 
by the acceptance of office by IVlr. Baldwin, and that a 
General Election would ensue. My second letter was 
written six days after the formation of the National 
Government. The following is a copy of the letter I 
addressed to the Chairman of the Divisional Labour 

Party in Colne Valley : 

“ii Downing Street, 
“Whitehall, S.W., 

“ 22nd August i%i . 

‘Deab Mr. Heywood, 

have intended ever since I recovered from my recent 
illness to inform you that it will not be possible for me to seek 
election to the next Parliament. Although I have had a remark- 
able recovery, I am compelled to realise that at my age (I am 
turned 67) I cannot expect to be able to continue the 
strenuous life I have lived for the last forty years. I must seek 
relief from the arduous work of the Plouse of Commons with 

its long hours and late sittings. 

‘‘The political situation makes it necessary that I must, 

without further delay, convey my decision to you so that you 

may take steps to seek a new candidate. 

“I need hardly add that I have reached this decision with 

great regret. I shall always remember with pleasure and 
gratitude my association with Colne Valley, and the confidence 
and consideration I have received from the constituency. 

“Yours sincerely, 

“Philip Snowden.” 

In reply to this intimation I received the following letter; 

“August 2$th, 1931. 

“Dear Mr. Snowden, 

“I received this day your letter of August 22nd, and it is 
i with deep regret that I read its contents. 

“ When one has been in connection with an old standard- 
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bearer of a party -which set out with the object of improving 
the lot of the community and transforming society so that hope 
and happiness would be within the reach of the down-trodden 
and needy, it is a great shock to me personally to bring myself 
to realise that there is to be a break in the representation of 
Colne Valley which you have illuminated -mth your ability, 

honesty and sincerity of purpose. 

“One realises at your age that your recent illness must havf 
made inroads into a constitution which from outward app ear-d- 
ances did not appear to be one of the strongest, but to those who | 
knew you was one of the strongest. However, we cannot expect 
our m en to go on for ever, and I am certain it has caused deep 
and serious consideration before taking this step . 

“Whatever be the outcome of the present political situation, 
myself along with others in the Colne Valley and the country 
-will reverence your work of the past, and the noble part you 

played both in and outside Parliament. 

“ I do hope that there will be long years of hfe yet in front 
of you, whereby you will be able to give wise counsel to the 
movement which has been distinguished by yourself, Hardie, 

MacDonald and a host of others. 

“Again I must say how difficult it is to write about a break 

in the representation of Colne Valley, where we have not known 
defeat since you became its candidate, rather we have gone from 
strength to greater strength, and probably would have done so 
if it had been possible for you to be at the helm. 

“With the best of future good -wishes, 

“ Yours very sincerely , 

“E. J. Hey-wood.” 

I sent the following letter in reply : 

“ii Downing Street, 
“Whitehall, S.W., 
“^oth August, 1931. 

“Dear Mr. Heywood, 

“I am writing to say how very deeply I was touched by yout 
most kind and generous letter. You will be able to imagine 
something of what I have been going through during the last 
fortnight. It has been the most painful experience of my life. 
I was well aware that the course I have been compelled to take 
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would lay me open to misunderstanding and misrepresentation, 
and would for a time separate me from those with whom I have 
worked for so long. The difficulty is that the circumstances 
and causes which have led to this action are so complex and so 
little understood by ‘ the man in the street’ that misunder- 
standing is bound to arise. Our position has been made more 
difficult by the ease with which popular ignorance and prejudice 
can be exploited. These international monetary questions, on 
which the very existence of trade and commerce and the employ- 
ment and welfare of the people depend, are so difficult to 

explain. 

“ It was a question of hours whether we should let the situation 
drift to irretrievable disaster or take drastic steps to avert the 
catastrophe. We chose the latter, knowing full well 
temporary unpopularity and misunderstanding which 
result. I was not prepared to face the certain loss of all I have 
fought for — the destruction of the social services and the 
reduction of the standard of life for a generation. Some tem- 
porary hardship will have to be endured by all classes to save 
the position, but that will be as nothing compared to the dire 
consequences which would follow if such action had not been 

taken. 

“I think it is likely that a General Election will take place 
before the end of the year, for the preseiit Government has been 
formed for the one purpose only of dealing with the emergency. 
I hope you will be able to secure a candidate who will keep the 

seat for Labour. k i j 

‘‘To you personally I tender my sincere thanks for the kind- 
ness I ha^7■e always received from you,^ and our frien s ip, 
am sure, will not be impaired by any differences on matters 
a nature which I hope and believe will only be temporary. 

“Believe me, 

“Yours very sincerely, 

“Philip Snowden ” 
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The Emergency Budget 

As the National Government had been formed for the' 
specific purpose of dealing with the national emergency, 
it was considered desirable to have a small Cabinet con- 
sisting of ten persons. Four of the members of the late 
Labour Government— Mr . Thomas, Lord Sankey, Lord 
Amulree and myself — ^had followed Mr. MacDonald. 
Lord Amulree had held the office of Secretary for Air 
in the late Government since the tragic death of Lord 
Thomson, who was killed in the disaster to the Rioi 
airship on its first trip in October iQS®* Amulree 

continued to hold office in the first National Government, 
though he was not a member of the Cabinet. Lor^ 
Sankey, Mr. Thomas and I retained the offices we hat 
held in the Labour Government. The new Cabinet, a 
I have said, consisted of ten members, and of these fon 
were Labour men, four were Conservatives and two wer 
Liberals . 

The new Cabinet got to work at once, and from il 
formation up to the meeting of Parliament a fortnigi 
later daily meetings were held. One can never get a to 
appreciation of the character and qualities of politic 
opponents from contact with them in Parliamentary coi 
troversy only . I had formed an opinion of Mr . Baldv 
from this experience which was changed by clos 
association with him. I had regarded Mr. Baldwin asi 
honest man, by no means brilliant, but possessing 
measure of common-sense, which is more useful in polit 
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than mere intellectual gifts. My twelve months’ associa- 
tion with him in the Cabinet gave me a high opinion of 
his personal character and of his general capacity. I came 
to mderstand the reason why he was held in high regard 
by his Tory colleagues and by the Tory Party generally. 

In the Cabinet discussions he wasted no time on mere 
tali. He listened to what was being said, and at the con- 
clusion of the discussion he sixmmed up the issue in a brief 
but impressive speech. 

It is more difficult to give an impression of Mr. Neville 
Ghamberlain. We had been colleagues on the Liquor 
Control Board which had been set up during the War. 
He took little part in the discussions on this Board, and 
he seemed to me to be held back by a natural modesty. 
Both Mr. Neville Chamberlain and Mr. Baldwin are 
instances of men being associated with a political Party 
by the accident of birth and upbringing. Mr. Baldwin 
is essentially liberal in his outlook, and Mr. Neville 
Chamberlain’s association with the Tory Party has not 
destroyed his passion for social reform which he inherited 
from his distinguished father. Before he enieied Parlia- 
ment he had made a local reputation for progressive ideas 
on municipal government. He once told me that he was 
not deterred from extending municipal and public enter- 
prise because some people called it Socialism. His tenure 
of office as Minister of Health in the Tory Government 
of 1925—29 was the outstanding success of that Adnmi- 
stration. Except upon the question of tariffs I had little 
occasion during the time I was associated with t e 

National Government to disagree either with Mn 

Baldwin or Mr. Neville Chamberlain, and I thin 
may say that the respect I felt for both of them was 

reciprocal. m • i 

The other two Tory members of the first National 

Government- — Sir Philip Cunliffe -Lister and Sir Samue 
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Hoare — ^impressed me as capable administrators. Sir 
Philip Cunliffe-Lister has a rather unfortunate Parlia- 
mentary manner. He conveys an impression of super- 
ficiality which is xmjust to him. Personally I liked him 
much, and I think, apart from his obsession on tariffs, 
he was a very efficient President of the Board of Trade. 


The work of the first National Government was con- 
fined to preparing measures for dealing with the national 
crisis . By common agreement all controversial legislation 
was suspended. The Tory members of the Cabinet 
played the game. A small Committee, consisting ol 
myself, Mr. Chamberlain, Sir Herbert Samuel and Lord 
Reading, was appointed to prepare a plan for the Emer- 
gency Budget, which must be submitted to Parliament as 
soon as it met. As an instance of the non-party spirit 
which animated the National Government in its early 
weeks I may perhaps be permitted to mention that, when 
I submitted to this Committee measures for raising addi- 
tional revenue by taxation, Mr. Neville Chamberlain, 
remarked : “I suppose that a revenue tariff is ruled out * 
of consideration? ” I answered that that was so, and Mr. 
Chamberlain replied: “ I have nothing to say. I do not 
press it.” 

The Cabinet decided that it was very necessary that 
Parliament should be called together as soon as possible 
in order to get its support for the measures of economy 
and taxation which would balance the Budget. This was 


necessary to steady foreign opinion, which was still rather 
shaky — in fact the withdrawal of gold and foreign cur- 
rencies continued. After the formation of the National 
Government the Treasury raised credits in New York 
and Paris to the extent of ,^80,000,000. This credit was 
rapidly being exhausted, and something had to be done 
at once to stop the drain. 
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So Parliament was called together for the 8th September, 
a fortnight after the formation of the National Govern- 
ment. The measures necessary to balance the Budget 
had been fully prepared . This expedition in dealing with 

a crisis was without precedent. 

When Parliament met, the House of Commons pre- 
sented a new and strange appearance. The Labour Party 
had transferred themselves to the Opposition benches. 
Only about a dozen Labour members were supporting 
the National Government. The whole of the Liberal 
Party had associated themselves with the new Govern- 
iffient, and they, with the whole strength of the Conserva- 
We Party, occupied the Government side of the House. 

When Mr. MacDonald and I entered the Chamber we 
were received with jeers and ironical cheers from a small 
section of the Labour Party, but the majority of the 
Party refrained from any hostile demonstrations. 

It was not a pleasant experience for me to find myself 
facing as an Opposition the Party which I had in the 

previous session reckoned as my supporters. 

Mr. MacDonald opened the proceedings of the sitting 
with a long explanatory statement of the reasons for the 
resignation of the Labour Government and the formation 
of the National Government. On the whole he was 
listened to without interruption from the Labour Party. 
iWhen he sat down Mr. Arthur Henderson, who had been 
appointed the Leader of the Labour Party, rose to reply. 
He expressed his deep regret that circumstances had 
arisen which led to the resignation of himself and his 
friends from the Labour Government, and to the separa- 
tion from three or four of their colleagues who had been 
in the forefront of the Labour battle, and who, especially 
in two cases, had been associated with the building up o 
the movement. “ I want to say this, that whether the 
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withdrawal of our colleagues be long or short, whether 
it be temporary or permanent, it is a direct loss to the 
Labour Movement.” He went on to express his dissent 
from the claim of the new Government to be a National 
Government. It could not be regarded as a “ National ” 
Government when it was opposed by the largest Party in 
the House of Commons. The Labour Party had decided 
to act as an Opposition so long as this Government lasted^/ 
and they had to do their best to maintain that position, j 

He then went on to state at great length the history of 
the resignation of the Labour Government. He admitted 
that a serious crisis existed, and claimed that the Labour 
Government had never denied the fact nor refused to 
consider it . He went into the greatest detail of what had 
happened in the days immediately preceding the downfall 
of the Labour Government, and disclosed the fact that 
the Labour Government had provisionally accepted 
economies to the sum of ^^(>,000,000, but had declined 
to agree to an increase in this figure by cuts in Unemploy- 
ment payments. These and further disclosures by Mr. 
Henderson of what happened in the Cabinet was the 
beginning of a perfect orgy of Cabinet revelations whicli 
reached a culminating point during the General Election 
which followed. He claimed that the reason why the 
Labour Government fell was because a number of its 
members were not willing to call for sacrifices from the 
unemployed . Many of his statements were hotly disputetl 
in interruptions by Liberal and Labour members who 
had at least as full a knowledge of the facts as Mr, 
Henderson himself. 

This debate had taken place on a Motion by the Prinn 
Minister that on Thursday (two days later) the I-Ious( 
would resolve itself into Committee for the presentatioi 
of an Emergency Budget. The general debate on thi 
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motion was continued next day, and on Thursday, loth 
September 1931, I presented the most momentous 
Budget ever submitted to the House of Commons in 
peace time. I managed to compress it into a speech of 
only an hour’s duration. The House of Commons and 
the country had been prepared for severe measures, but 
when I submitted a full statement of the actual position 
and of the drastic taxation which would have to be 
imposed to balance the Budget the House was stunned 
into a painful silence . Even the usually exuberant Labour 
members forgot to interrupt, and it was only when I 
reached the concluding sentences that a few of them had 
10 far recovered as to interrupt and jeer. 


As this Budget is of historic importance, I will give 
a short summary of its main provisions. The revked 
estimates for the current financial year 1931-32, before 
taking account of economies and new taxation proposals, 


were as follows: 

Revenue 


^744,200,000 

iW “ 


Ordinary Expenditure 
Amortisation of Debt 


46,300,000 

3^818,879,000 


Estimated Deficit 


/74, 679, 000 




That was the estimated Deficit on the 31st Ma 93 _ 
That was a sufficiently appalling figure, woret 

had Still to be told. I estimated that next year, ^ ^ - 

financial year from the ist April 1932 to 31st 
again before taking into account 

taxation proposals the deficit arrived 

at after allowing for the usual provision for Sinb g 
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■i 

of 3^50,000,000. This figure of ,^170,000,000 took ac- , 
count of the following changes as compared with the j 
original estimates for the current year : 1 

Loss of certain non-recurrent items 
of revenue — (Exchange Account, 

£23,000,000; Acceleration of Income- 
Tax, £10,000,000; Rating Relief 
Suspense Account, £4,000,000) . £37,000,000 

Estimated fall in yield of revenue— (In- ! 

land Revenue, £35,000,000; Customs 
and Excise, £4,000,000; Miscellan- 
eous, £7,000,000 . . . 46,000,000 

Anticipated increase in expenditure in 
1932-33 over original estimates 
1031-32, including increase in cost of 
transitional benefit from £30,000,000 
to £40,000,000 , . . 17,000,000 

Cessation of borrowing for Unemployment 
Insurance Fund (£60,000,000) and 
Road Fund (£10,000,000) . . 70,000,000 

Estimated Deficit . . £170,000,000 

The economy proposals were estimated to give i 
total relief to the Budget of 1932-33 of approximately 
£70,000,000. I estimated that the savings in the six 
months of the current year which had still to run would 
be about £22,000,000. I proposed to reduce the sum set| 
aside for Debt Remission from £50,000,000 to £32,500,000^ 
which was the sum required to meet our obligations to 
provide specific sums annually for the reduction of 
certain debts. This proposal set free for the general 
purposes of the Budget £13,700,000 in the current year 
and £20,000,000 in the following year. This saving 
of £20,000,000 in the next financial year and the econ- 
omy proposals amounting to £70,000,000 left me with 
£79,500,000 to be raised by increased taxation. The 
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ollowing table shows how the additional 
:axatioii was made up : 

Estimate, 

1931-32. 

Increase. 

revenue from 

In a Full 
Year. 
Increase. 

Customs and Excise — 

Beer 

Tobacco 

Hydrocarbon Oils 
Entertainments 

,£4,500,000 

2.100.000 

3.900.000 

1 ,000,000 

3^10,000,000 

4,000,000 

7.500.000 

2.500.000 

Total Customs and Excise 

£11,500,000 

3(^24,000,000 

Inland Revenue — 
Income-Tax 

Sur tax : Additional 10 
per cent. 

^£25, 000, 000 

4,000,000 

6,000,000 

Total Inland Revenue 

^29,000,000 

^£57,500, 000 

Grand Total 

^^40,500,000 

;£8l, 500,000 


T.t 'will be seen that jo per cent, of the increased taxation. 

was direct, and 30 per cent, indirect. 

The following table shows how the Budget for the 
current year and for the succeeding year were balanced: 



1931-32. 

I 932 - 33 - 

Estimated Deficit on exist- 
ing basis 

£74,679,000 

£170,000,000 

Economies 

£22,000,000 

£70,000,000 

Saving on Debt Amortisa- 
tion 

13,700,000 

20,000,000 

New Taxation — 



Inland Revenue 

29,000,000 

57,500,000 

Customs and Excise 

11,500,000 

24,000,000 


£76,200,000 

£171,500,000 
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concluded my Budget Speech in these words : 

“I have finished what I described as my very unpleasant task. 
These proposals are admittedly drastic and disagreeable. They 
are justified only by the regrettable necessity urged upon us 
by the present financial position of the nation, but I have 
received during the last few weeks the most amazing evidence 
of the willingness of the nation, men and women of all classes, 
to make their contribution to this effort. This morning my 
post was like the post of every day for a week past. Old agj 
pensioners have returned their pension books. War pensioners 
have offered to forgo their pensions for the year. National 
War Savings Certificates have been returned cancelled. Postal 
orders, large and small, pour in. Children, even, have sent 
from their savings-boxes shillings and half-crowns to help the 
nation in its need. Factory girls have come to me with collec- 
tions taken in the workshops ; and today, following many other 
similar gifts, I received a 5 per cent. War Loan bond for j(^i,ooo 
to be cancelled. 

‘‘These proposals that I have submitted give everybody the 
opportunity of contributing. I have tried as best I could to 
spread the burden of the sacrifice as fairly and as evenly as 
human ingenuity can devise. To balance a Budget with a 
deficit of 3^170,000,000, to spend as we are doing this year, al 
the expense of the Exchequer, something like 3^100,000,000 foi 
the relief of Unemployment, is an achievement which no countrj 
in the world has ever attempted. The House of Commons will 
I believe, accept these proposals, the country will accept them 
and in so doing they will show to the world an example of th( 
indomitable British spirit in the face of difficulty. 

“ ‘ All our past proclaims our future : ' 

Shakespeare’s voice and Nelson’s hand, 

Milton’s faith and Wordsworth’s trust 
In this our chosen and chainless land, 

Bear us witness : come the world against her, 

England yet shall stand.’” 

The scene which followed when I sat down was un- 
ecedented in Parliamentary history. Perhaps I migh 
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Ijg 2 .Ilowcd. to (icscrit)c it in tlic words of 3. P3,rli3,ni€n.t3,ry 

g^etch-writer : 

“ Such a scene as that in the House of Commons today has 
jiot been produced by any Budget Speech of modern times. 
Having unfolded a scheme of heavy sacrifices to balance his 
jBudget) Mr. Snowden sat down with the cheers of united 
Unionists and Liberals ringing in his ears. Back bench members 
fose to their feet to acclaim him. They waved order papers 
and handkerchiefs, and shouted applause to this little man with 
the pinched figure, the pallid, almost fleshless face, and the 
steely eyes, who had demanded from them and the nation new 
and heavy contributions in the middle of a financial year. But 
it was not that on which thoughts were centred. When others 
had run away from the crisis provoked by their policy he stood 
on the bridge to ride the storm. ‘ Bear us witness : come the 
world against her, England yet shall stand. He made the words 
of Swinburne ring out with a new meaning. Every patriotic 
impulse was stirred. The appeal was irresistible. For several 
minutes the ranks behind stood cheering. Front benchmen 
were compelled to abandon official dignity and join^ in the 
applause. It was an amazing scene with these Unionist Pro- 
tectionists making a hero of a Socialist Free Trader. The 
House has known many changes, but surely none so dramatic 
as this. It was not only the temporary emotion that made one 
think of Mr. Snowden as just the man for such a moment. 
Martyr or hero is in his make-up. The frail figure with the 
strong personal force, brought to the front at a time of rare 
national crisis, dominated the House. The preliminary jeers 
of his old colleagues and associates left him unaffected. His 
break with them for the sake of the nation had been the big 
thing. Their little petulant cries now mattered nothing. But 
soon he dominated even them so that they had to listen in 
compulsory silence. Summoning all his physical reserves, he 
spoke with remarkable clearness and even stridently. And 
now’, he said, as he held his hand on his forehead, ^^I have 
balanced my Budget.’ It was a great personal triumph. 

‘*Mr. Snowden had had his hour, and has bidden such a 
farewell to politics as is given to few men for their retrospect. 
He could take the memories of his last Budget into retirement 

and live in content.” 
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Never before in the history of Parliament had membeis 
risen to cheer an increase of taxation ! 

This was the last of four Budgets I had introduced,. 
It was known that it would be my last, for a fortnigkj 
before I had announced that I should not seek re-election 

at the close of the present Parliament. 

It was evident that at that time the relations betweei 
myself and all my late Cabinet colleagues had not becoDi 
embittered, for at the close of my speech two of the 
handed across the table notes expressing warm congrafc 

lations upon it. 


♦ 
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Economics and the Gold Standard 

The day Mowing the introduction of this Budget. M 
toe Minister had the disagreeable duty of putting the 
ecOBomy proposals before the Hou^ of &™ons. 
have mentioned that these economies m the aggregate 
amounted to I j 0,000,000. This was about £14,000,000 
more than the figure to which the Labour Cabinet had 
agreed. The increase from the Labour Party’s £56,000,000 
was accounted for by a proposal to 

been L is still the subject of bitter controversy, I had 
better set out what were the actual changes in the rates . 

The rate for a man was reduced from 17s- to 15s- 3 ^- 
The rate for a woman was reduced from 153- to 13s. 6d. 

The rate for an adult dependant from 9s. to 8s. 

The allowance for a child, which had been raised by the Labour 
Government from is. to 2S. remamed unchanged. 

In presenting these ^eSnted 

.of Commons, the Government adopted an 

method. The House of Commons was not asked to vo 
upon the proposals in detail. The Government sougM 

Lhority to the proposed changes If each 
be subndtted separately it would lead to ^dless dtscussion. 

The power to carry out economies by Orders m C 
jyas limited to a month, after which these powers wou 

lapse. 
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Che duty of putting the 

enmomy [ economies in the aggregate 
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agreed. The ^crease iro weekly 
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^employment bmeft by controversy , I tad 
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The economies were strongly opposed by the Labour- 
Opposition. One would have thought that ordinary 
decency would have prevented them from opposing those 
particular economies to which the Labour Cabinet had 
unanimously agreed. But that was not the case. They 
criticised practically every item of this programme, 
regardless of their inconsistency. For instance, the 
Labour Government had agreed to a reduction of rj 
per cent, in teachers’ salaries. The new Governmentl 
proposed to reduce them by lo per cent. But this did 
not prevent the official spokesman of the Labour Party, 
who had agreed to the 15 per cent, in the Labour Govern- 
ment, from making a violent attack upon the proposal to 
reduce teachers’ salaries at all. I must say that the 
opposition of the Labour Party to the economies as a 
whole was not only unprincipled but very feeble. They 
made it quite clear that they were going to make their 
opposition to the cuts in Unemployment pay their main 
plank at the forthcoming General Election. How sadly 
they misread the national situation and the spirit of the 
people was shown by the result of the General Election 

which followed shortly after. 

I had very little difficulty in getting my Budget through 
the House. The Labour Opposition miserably collapsed, 
and on one occasion during the Committee Stage of the 
Finance Bill the House had to adjourn because the 
Labour Party could not continue the debate. Mr 
Henderson, though Leader of the Labour Party, anc 
Mr. William Graham, nominally a deputy leader am 
the Party’s expert on financial matters, were scarce! 
seen on the benches after the first two days of the session 

The Finance Bill, in addition to the economy and 
taxation proposals, included clauses designed to facilitate 
the conversion of the 5 per cent. War Loan to a lower 
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rate of interest. I had been, as I have said, 
time very anxious to deal with this question, 
disturbed monetary conditions had prevented this 
operation, involving £2,000,000,000, from being 
out. In order to take advantage of a favourable 
tunity, I incorporated in this Finance Bill a o 
icheme for the conversion. I did not remain in 
iOUg enough, to have the satisfaction of carrying 
tliis long-cherished desire. ^ Nine months 1 
financial and monetary position had grea 
Interest rates were lower , and on the 3 °^!^ Jnne 
Successor to the Chancellorship, Mr. Neville Cha . 
announced that he had decided to embark upon the g 
'c task of converting the whole of this War Loan 1 
tock at 3^ per cent. This operation, if successful, 
stimated to give a net saving to the Exc eque 

[21,000,000 a year. _ 

The conditions of this conversion were those _ 

fiadbeen incorporated in my Finance BilUf the pre\i 

September. This conversion was 
complete success. The three million holders of tbs \\ 
Loan responded with unexampled patnotism, and . 

Keks later the Treasury was able to 

the loan and that so far the holders of only £48,000,000 
me lodii, iXLiyj. Lj. ooeration 

jad applied to be paid out in cash, i nis vas 
MS iinoarallelled in its magnitude and its succc 






I now turn back to the financial ^ had 

IS it existed in September 1931- TJf ^^Xnad For 
the immediate effect of restonng . v of 

some days after its introduction the wvnthdra^mls 

foreign deposits froirx London fell s arp y. 

.aately, hoLver. that did not 

fidence was again shaken by speeches w 
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and articles written by prominent people advocating ! 
inflation and repudiation. The opposition of the Labour 
Party to the Budget proposals had given the impression 
abroad that the country was not united. In the world 
atmosphere of nervousness difficulties developed in 
foreign countries . This was as much due to nervousness 
about their own position as to a loss of faith in sterling. 

In order to protect sterling, the Banlc of England had 
on the ist August raised a credit of ^^50, 000,000 in Paris 
and New York, and this was very quickly exhausted. 
Further credits to a total of ,£80,000,000 had been raised 
by the British Government a day or two after the National 
Government was formed, but in the prevailing world 
conditions even this credit had not proved sufficient to 
stem the tide of withdrawals of foreign deposits from 
London. By the middle of September the situation had ' 
become so serious that there was no other course open 

but to suspend the Gold Standard. 

On 19th September the Bank of England addressed a 
letter to the Prime Minister and myself stating the serious 
financial situation, and representing to us that in their ' 
opinion it was expedient in the national interests that they 
should be relieved of their obligation to sell gold under 
the Gold Standard Act of 1925. The Prime Minister 
and I spent that week-end in London in consultation 
with the Bank of England and other financial bodies . We 
came to the conclusion that we must at once ask Parlia- ^ 
ment to suspend the gold convertability of the currency. 
The amount of foreign assets held in London largely 
exceeded the amount of the bankers’ gold. If the Bank 
of England in these circumstances remained under a 
legal obligation to pay out gold on demand the security 

of the currency might have disappeared. 

The next day (Monday, the 21st September), amid 
great excitement, I introduced into the House of Commons 
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a Bill to suspend the Gold Standard ^ 
aware that the initial effect on the 
sterling might be serious, but we 
effect would be temporary, and that those 
coafidence in sterling would not find that 
misplaced. But we also realised that it was one 
(fo off the Gold Standard with an unbalanced 
'and uncontrollable inflation, and another thin 
take that measure, not because of internal financial 
colties, but because of the excessive withdrawal of forer 
deposits. We had balanced our Budget, and there i 
mained no danger of having to print paper, which 
to uncontrolled inflation. I made an appeal to ever . 
to keep cool, and not to aggravate the situation by panic. 

The suspension of the Gold Standard had not the senous 
coasequences which might have been expected. There i^s 
•1 depreciation in the exchange value of sternng, u is 
the result of improving our competitive i 
uiu export trade, though, on the other han , it 
at a disadvantage in our imports. Since then, most 

countries have departed from the Go 
at the time I write, economists, financie. 










men are talking about a new mouctctijr 

rfdeL is fuUy restored snd international «ade «covers 
I believe the countries will return to an improv 
Standard . 


1 See Appendix IL 



CHAPTER LXXXI 

My Farewell to the Commons 

During the month from the time when the House of 
Commons assembled on 8th September to the Dissolution 
of Parliament on the 7th October, the relations between 
the Labour Opposition and their late colleagues who 
were now in the National Government became increas- 
ingly strained. A section of the Labour members subjected 
the Labour Ministers to daily insults ; the most offensive 
insinuations, innuendoes and expressions were con- 
stantly flung across the floor. But I am glad to say that 
these actions were not approved by the more sensible 
members of the Opposition. I received a number of 
letters from members of the Labour Party expressing 
their disapproval of this conduct of the minority of their 
colleagues. A letter from my old friend. Sir Ben Turner, 
was typical of these communications . He wrote to me as 

follows: 

“Dear Philip, 

“I want to write to you expressing my regret at the turn, of • 
events. Nobody can throw a stone at you for your courage 
and devotion to principle and duty. Those who would throw 
stones may be those who did it when you took a high stand in 
1914. I am, of course, convinced we have to stand with the 
Labour Party, but that should not prevent any of us having, 
as I have, a high admiration of your great services to our move- 
ment. You are deeming it your duty as you see it. My wife 
and I know your past. It is a past of bigness and service, and 
while I have to go with the Party, believing that the new 
Coalition is not the best way, I recognise that what you have done 
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is from the very best of motives and with the 
ordinary men. could not possess. Believe me it is a 
not one that is going to divide our fr" 




cc 


Yours sincerely 








I ignored the offensiveness of a section of 
Party until the Third Reading of the Finance 
tbe official spokesman of the Labour Party, who had been 
a minor Minister in the Labour Government 
speech which gave me the opportunity to say frankly 
1 thought about their attitude and their action in running 
away from their duty to deal with the financial situation. 
My speech on this occasion deserves a little comment 
because it was the last speech that I made in the House 
of Commons. It was delivered on the 2nd October 1931, 
five days before Parliament was dissolved. I had hoped 
op to that time that it might be possible, when the work 
; for which we had joined the National Government had 
‘ been completed, for us to come together once more. But 
if the Opposition speech which I have mentioned repre- 
sented the spirit of the Labour Party generally, I saw 

such a hope must be abandoned . 

It was known amongst members that this would pro- 
bably be the last occasion upon which I should address 
tbe House of Commons. When the word w^^ passed 
round that I was on my feet, members trooped into tbe 
House to hear my “ swan song ”. What they expecte 
1 do not know. Did they expect sometHng m the natore 
of a farewell reconciliation, with perhaps a^ touch ot 
sentiment? I think I will let the members o k ® ’^os^ 
tell the story of this strange and tragic 

the House of Commons . 

“ But Mr. 
less about 





It was the valediction of a 
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ighter making one last deadly onslaught before he left 
Lhe arena, not of a man for whom antagonisms were 
aow bathed in the warm delusive light of sunset. 

“ In recent days Mr. Snowden has found it more 
than ever difficult to remain patient under Socialist 
questioning and interruption. The acid austerity of 
the Iron Chancellor’s speech provides the answer to 
those who think that it cost him nothing to part witl 
his lifelong political associates. His final speech wa 
at least artistically in keeping with his whole career. 
It was an uncompromising performance delivered in a 
voice which attained unsuspected volume. He went 
out from the House of Commons which he entered a 
quarter of a century ago fighting hard, as he had 
always fought, sparing no one and asking for no quarter. 
He stood at the table as he had so often stood, before, ] 
intense, electric, dominating, and aimed his well- 
directed bolts at his political opponents. But these 
bolts were not aimed at his old antagonist, Mr. Winston 
Churchill, but at those with whom he had worked for 
many years. Mr. Snowden made it clear at once when 
he rose that he intended to make the sparks fly. Fixing 
his eye on the almost deserted Front Opposition Bencli, 
he said that the absence of the so-called Leader of the 
Opposition (Mr. Henderson) had been a marked feature 
of the debates in the House during the last few weeks 
He waited for the uproar to subside. Mr. Hendersor 
has led his Party from some recess behind the Speaker s 
Chair and his example has been followed by the deput] 
leaders of the Party. He had been criticised by Labou 
spokesmen for not imposing new taxation in his Budge 
of the previous April. In reply to this taunt he said 
‘ Last February I tried to warn the country about th 
financial position, but I never received one word c 
public support for the position I put forward from an 
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of *0 to G— “i'e 

CVacf puTk also much more frankly before a specml 
^rScf at. Leaning across the table he levcHed 

SnlmptuLly . ' All they did ™ to then usual 
dapttap about S°“S “ ^Mr. Snowden, 

'.fr’ifLatu. Wt I - terribly disap^in^d 

apprecilted.’ (Labour uproar.) 

unL certain conditions of a revenue tari€. 
Mr. Henderson was not quite sure whether e was in 
favour of a lo or a 20 per cent, tariff, but he was 

favour of a tariff. They had been told that 

of the twenty members of the late Cabinet had vo'ed 

fa a revenue tariff. A further — “f ™ 

a .umber of them were in favour of a whole-hog pohcy 

taluding the taxation of food and raw ^ 

Henderson’s tariff proposal was that mstead g 

employment benefit by to per cent, he m 

:Stployed Ld every other se«icn of the 

tamer. Dealing with a remark which had been ^d 

from the Labour benches that the only way _o 
situation was to abolish capitalism, e sai 

sorry he could not introduce into t e would 

proposal for the abolition of cap.tahsrm He jo^d 

have to leave that for someone else. 

phatically ‘ any catastrophic attempt to abohs " 

ism would bring greater disasters to t ^ 

those from which they were suffering. 
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that,’ shouted a Labour member. Well, that was at 
least something he had managed to teach Ms late 
colleagues of the Labour Party . He had been criticised 
for not having taxed the resources of the rich much more 
heavily. His difficulty with the Labour Party had 
always been that they could not understand a wink. 
He had always had to explain to them what was behind 
the proposal he was making. They could never be, 
satisfied with accepting smaller things as a stepping- * 
stone to something else. Referring to the Labour 
Party programme as set forth in and the Nation, 
he confessed that he had never read that document, 
but had read the summary of the proposals, and he had 
calculated that the cost of all they asked would be 
something like £1,000,000,000 a year additional on the 
national expenditure. Could the Labour Party not see 
that he was not taxing the rich up to 20s. in the £1 . 
because he wanted to leave some treasure in the locker 
that would be available for the carrying out of the 
5^1,000,000,000 a year programme of the Party! Mr... 
Snowden concluded: ‘ This Budget, with all its hard- 1 
ships, has been welcomed with xmparallelled acceptance 
by the whole country. It places the internal resources 
of the nation on a sound financial basis. On that basis 
we can build. It is an example of the determination of 
the British people to face up courageously to adversity.’ 
Before the conclusion of the speech the Labour Party^ 
had been stunned to silence, and on the Government 
side there was at first unconcealed glee at the drubbing 
he gave the Labour Party. But this mood presently 
changed to one of strained astonishment at the un- 
limited capacity of Mr. Snowden’s invective. At the 
close of this speech the Speaker rose to put the motion 
for the Third Reading of the Finance Bill, but the 
Labour members were so stupefied that they did not 
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m 

cnauc^s- a division, and the Finance Bill passed 
the House of Commons apparently with unanimous 

approval/^ 

This was my last speech in the House of Commons, 
twas the strangest leave-taking the House had ever seen. 
rrdJLnf that I should leave dte Parliamentary 
tens in which for over a quarter of a century I haa 
jught so many hard and grun battles for Labour and 
Walist principles under such tragic crrcun^tan^ 

imck, it was no pleasure to me to eave “ 

coiewons estranged from my late colleagues and my old 

"St this farewell speech was really the ®e«sure of my 

top Mt keenlj tLt 

they had made a grave mistake. They had shown them- 
selves to be incapable or unwilling to put aside what th y 
ronsidered to be Party interests and to face a ^i^sagreeab e 
W necessary national duty. I was outraged by their 

hypocritical conduct in disownmg proposals to 
majority of them agreed as members of the late Govem- 
mit. I resented deeply their weak ^litrender to the 
dictation of the Trade Union Congress. . ^y that action 
they had shown that they were not a Nationa ar y, 

‘he servants of an outside caucus. 

A few days after the resignation of the Labour Govern- 
ment, in a newspaper interview Mr. Hen^rson a sm . 

“ Exception has already been taken to the enera ® 
of the Trade Union figuring in these Proceedings, bu 
; those who take that exception seem to forget wly 
Labour Party was created and how it was organise 
^ have no apology to make on that score, in fact ave no 

in saying that so far as I am concerne 
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prefer more rather than less consultation between these 
bodies.” A week later, when addressing the Trade Union 
Congress at Bristol, he was reported as saying: “I am 
going to see whether the minds of the General Council 
and my own have been travelling on similar lines. But, 
of course, that was only to be expected in view of the 
fact that these gentlemen here (pointing to the platform) 
are our bosses.” 

Until the Labour Party throws off this outside domina- 
tion and regards itself as responsible to its constituents 
and the country generally, it can never expect to be re- 
garded as anything more than a class Party. I believed 
then, and still believe, that if the Labour Government 
supported by the Labour Party had had the courage to 
do in this crisis disagreeable, unpleasant, but necessary 
things, they would have carried the country with them as 
the National Government did, and raised the Labour 
Party in the respect and confidence of the nation. 

The week following the incident I have been recording, 
the House of Commons rose for the General Electiom- 

In' 

Again I will let the Press describe the scene of my finar^ 
departure from the House of Commons : 

The Times, 

‘‘Mr. Snowden went home from the House of Commons 
yesterday for the last time. The new House when it meets will j 
know its loss. Mr. Snowden had been in and of the House 
Commons for twenty-one years. From the beginning he made 
that impression on it which only the force of honest individuality 
can leave, and he has had at all times the personal|respect of 
the House which the House offers freely to those who, like 
Mr. Snowden, give it loyally in return their best gifts of mind 
and character. His personality and debating power marked him 
as ‘front bench timber’ very early. But he was not of those 
whose reasonableness is sweet, or who advance by ingratiation. 
He is neither unwilling to wound nor afraid to strike. His 
bitter tongue and angular honesty are equally unconciliatory. 
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But both attest the formidable self-reliance winch is character- 
Me of Us native West Riding, and has made him vvithoat fe« 

„ ftvour a dominating figure in polmm. The City iMlf feds 
srfer with this SoeWist Chancellor of the Excheqntt than mth 
mm of his predecessors. ... In the of the Ua five 

weeb. when every effort must have cost hm physical suffering, 
he had won a great position in the nation. 

The Daily News. 

‘‘For about fifteen minutes Mr. Snowden sat in his place on 
the Treasury Bench in a deserted House of Commons. ... 

He sat there stiffly upright with his arms folded across his 

chest, and his lips tightly closed. 

“Of what was he thinking? Was he thmkmg of the many 
aghts he had waged, of how the crowded House had hmg on 
Us every word, or how hard it was to leave a place where he 
had spei so many years ? For the last time he would rise from 
the bench from which he had often risen mth zest to hurl 
invective at his political opponents. For the last time he would 

walk past the Speaker’s Chair out of the House. 

“What did he see as he looked at the deserted House . Did 
he see the figure of the member for Blackburn, burnmg with 
zeal for the Labour cause, rise from a back bench opposite m 
1906 to make his maiden speech? Or were there other ghosts 

jostling each other on the vacant benches ? „ . , 

“What did he hear as he sat there in the silent House? D 

he hear the cheers of his own people ringirig down the yearn, 

or the harsher sound that came from the back benches when e 

ended his last great speech with the brave words— England ye 

“No one 'could say. He sat there like an image carved out 

of stone* 

“The erimness left his face as he approached the Speaker. 
Smiling, he shook hands and stayed for a few moments still 

dasping the Speaker’s hand to say farewell. , r .u 

“Then, leaning on his stick, he walked slowly out of the 

House.” 

The Manchester Guardian, 

“He passed finally out of the battle to-day. What were lus 
thoughts as he shook hands with the Speaker and ma e is 
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laboured way out of the Chamber? They were perhaps im« 
tinged by doubts. He would not have been the fighter lie is 
had he been much a prey to doubts, but he is far from insenadvej 
and must have felt sharply the amazing irony of the end.” 

The Western Mail. 

“The next good-bye is the most impressive of all, for it is j 
that of Mr. Philip Snowden, the Chancellor of the Exchequer, 
one of the heroic figures of this crisis. Others in that sombts 
line, grave or smiling according to temperament, may or 
not return from the battle of the polls. It is definite that Phili| 
Snowden will not, for he is not to ofifer challenge. This is hi 
farewell to the scene of triumph, of greatness, won first^ in| 
forensic fights of historic bitterness, confirmed in the political' 
confusion of these closing days by renunciation. He has sat 
alone, sternly occupied with nobody knows what thoughts 
while the Commons have trooped to the Lords, unable througi| 
his afiliction to participate in the ceremony, but now, moving: 
slowly, supported by his familiar two sticks, he follows Mr; 
Baldwin past the Speaker. 

“Moments of swift human drama, and interlude charming 
and touching, break through the convention of things here. No ^ 
mere grip of the hand and a brief adieu. The Speaker’s han4 ' 
and that of the Chancellor remain clasped for a long, perceptib^ 
space. It is a parting of respect and regard, which is mutually; 
felt. One cannot see the Speaker’s face, but over that of Philip 
Snowden breaks one of those rare smiles which transform the 
severe contours of the 'Iron Chancellor’ and afford a strange 
peep at the most radiant friendliness in the world. Some 
murmured words, a tighter grasp of the hand, and the Chan-| 
cellor, with no backward glance, walks slowly out. 

“Behind the Speaker’s Chair he holds a short and unexpected 
court, charming to gaze on. The colleagues of yesterday , led 
by Mr. A. V. Alexander and Mr. Tom Shaw, sundered in 
political sympathy by the disruption of events, hurry with out- 
stretched hands to show Philip Snowden that politics are one 
thing, friendship another, and Philip shakes hands cordially anc 

is glad.” 

Previous to the General Election I and other Labour 
members who had supported the National OovernmeBt 
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were expelled from the Labour Party. The letter convey- 
ijg this intimation to me I reproduce m fuU without 
ffljnmeiit. It speaks for itself ! 

' THE LABOUR PARTY. 


ic 


Transport House, 

“Smith Square, 
“London, S.W. i, 
“ist October 1931 


■‘Dear Mr. Snowden, _ 

“The National Executive Committee, at its meeting on 

grouping of the opponents of the Labour Party and an attack 

Upon it at an impending Election. ^ 

“It was strongly felt that no distinction could be made in the 

attitude of the National Executive Committee to actmm and 

tteeotiations leading to the threatened anti-Labour combination 

from £at shown il the establishment of the New Party by Sir 

Oswald Mosley earlier in the present year. 

“Consequently it dedded that Members f 
others who are assodated or in future associate '*1 

tke present Government thereby cease to be members of 

^^“iHs^S^ duty to convey this information to you and to 
express the regret of the Executive Committee that tk® decisions 
of mpresentative Committees of the movement whmh ^ 
abeady been approved by the Trade Umon _ 

and which will undoubtedly be approved at Ae Annual - 
ference of the Party at Scarborough have not been ^“epte _y 
certain of its representatives, ainongst whom are num e . 

who have been largely responsible for the creation o i p 7 

and practice. 

“Yours sincerely, 

“G. R. Shepherd.'^ 

{National Agent.) 
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CHAPTER LXXXII 

The 1931 General Election 

i 

Within a fortnight of the formation of the National 
Government a section of the Tory Press began an agitation 
for a General Election. At the same time this question 
was being discussed in the Tory Party, and particularly 
am ong the Tory members of the House of Commons. 
Near the end of September, the pressure upon Mn 
Baldwin from his supporters for an immediate Election 
became so strong that he could no longer resist the 
demand. The reason put forward was that the National 
Government had only a majority in the House of Commons 
of about 70 members, and that the House as at present 
constituted did not truly reflect the support for a NationaV 
Government in the coxmtry. With such a comparatively^ 
small majority in the House of Commons it was urged 
that foreign opinion was doubtful about the stability of 
the National Government. 

This was the reason put forward for a General Election, 
but it did not in truth explain why the Conservative Party 
were pressing this. The purpose behind this Conservativs 
demand was stated by Lord Hailsham as early as 3rd 
September. In a newspaper interview he stated : 

“ The National Government was formed for one purpose and 
one purpose only, to balance the Budget. It is absolutely 
essential to finish that task quickly, to do nothing else, and to 
have an immediate dissolution and an appeal to the country on 
the Conservative Party’s reconstructive programme. The 
country could not be saved by economies alone. We must also 
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have a constructive pro2ra.ninie ; and so long as tlie National 
Government lasts the Conservative Party cannot proceed with 
their constructive programme of tariffs and Imperial develop- 
Int, for no one would be so foolish as^to believe that the 

Liberals would agree to such a programme. 

Lord Hailsham^s demand was taken up by the rank 
md file of the Conservative members of the House of 
Commons, and on Z2nd September these members sent 
to iVlr Baldwin a Resolution demanding an immediate 
Election on the issue of a general tariff, and stating that 
the Conservative Party should pledge themselves to give 
M support to Mr. Ramsay MacDonald as the head of 
the National Government if he would go to the country 
Iwith their policy. Under this pressure from their party, 
the Conservative members of the Cabinet raised this 
i^ue. Mr. Baldwin came into my room at the House and 
^ve me a frank statement of the position in which he 
was placed by this decision of his Party, tic, himself, 
was very anxious to stand by the conditions upon which 
he National Government had been formed, but Party 
pressure was too strong for him. It will be remembered 
that the National Governnient was formed on a distinct 
pledge that the Government would confine itself to settling 
the financial crisis, and then the Parties composing it 
would revert to their former positions of independence. 
It was at that time clearly understood that there would be 
ko General Election until the work for which the National 
Government had been created had been completed, and 
that the General Election which would follow on the 
completion of that work would be fought upon, the usual 

Party lines . 

When the suggestion was first made that there should 
be an immediate General Election fought on an appeal 
by the National Government, the Liberal leaders were 
strongly opposed to the idea, and I entirely shared their 
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views. So was Mr. Lloyd George, who had not fully 
recovered from his recent operation. Sir Herbert Samuel 
and Lord Reading, the two Liberal members of the 
National Cabinet, were in close touch with Mr. Lloyd 
George, and they communicated his views to the Cabinet, 
However, it became quite clear to us that the Tory 
members of the Cabinet were determined upon theii 
demand for an immediate General Election; and, recog- 
nising the futility of further opposition, finally the 
Liberals and myself reluctantly accepted the position, 
If a General Election could not be prevented, I felt that 
the sooner it came the better. 


During the last week in September and the first weel 
in October the Cabinet met daily to consider this question, 
The fact that these discussions were taking place in the 
Cabinet was well known, and also the differences wliich 
were dividing the Cabinet. Efforts were being made to 
see whether it would be possible for the divergent views 
in the Cabinet to be reconciled on an agreed formula 
dealing with the question of tariffs. Sir Herbert Samue’ 
and Lord Reading were unwilling to commit the Liberal 
Party to any concessions on the question of tariffs without 
getting the consent |of their Party, and they submitted 
to a meeting of the Liberal members of the House oi 
Commons the formula which had been proposed by the 
Conservative members of the Cabinet. After this meeting 
of the Liberal members, the discussions which were taking 
place in the Cabinet became public property. The 
formula which had been submitted for the consideration 
of the Liberal members of Parliament was not acceptable, 
and an amended formula was put forward by Sir Herbert 
Samuel and Lord Reading, which was equally unacceptable 
to the Conservatives. The question at issue was whether 
the National Government should go to the country and 

a namdate for the contr^^ imports, while leaving 
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die widest discretion as to the means by which such 
control should be exercised . 

During these discussions I worked with the two 
Liberal members and entirely shared their views. We 

It 

were prepared to go to the country as a National Govern- 
ment and ask for a mandate to complete our work; but 
TC were not prepared to go to the country on the tariff 
tissue. It was found to be quite impossible to agree upon 
a formula, and it was finally decided that the Prime 
Minister, in announcing the Dissolution of Parliament, 
should issue a manifesto setting forth the reasons for 
the appeal to the country, and that it should coAtain a 
statement of the policy upon which the Cabinet were 
agreed, namely the stabilisation of the pound sterling 
and the restoration of British credit; and should ask 
for a free hand to deal with the question of the balance 

of trade. 


Parliament was dissolved on the 7th October. On the 
same evening Mr. MacDonald issued his manifesto to the 
nation. This manifesto was on the lines it had been 
decided he should take. 

In view of the action of the National Government 
following this General Election, it is important to ex- 
amine to what extent the question of tariffs figured as an 
issue at this General Election. The farthest the Prime 
Minister went on the question of tariffs was contained in 
the following sentences in his broadcast manifesto : 

“As it is impossible to foresee in the changing conditions of 
today what may arise, no one can set out a programme of appeal 
on which specific pledges can be given. The Government 
must, therefore, be free to consider every proposal likely to help, 
such as tariffs, expansion of exports and contraction of imports, 
commercial treaties and mutual economic arrangements with 
the Dominions.” 
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Speaking during the Election at Tamworth on the 21st 
October, he said : 

The position in this Election regarding tariffs and everything 
else of the same kind is this . I pledge myself to the country, 
the candidates supporting the National Government pledge 
themselves to the constituencies, that in the consideration of this 
trade problem centring round the object and purpose of balanc- 
ing trade, no proposals seriously put forward will be excluded, 
from consideration. We shall consider everything, and noJ 
formulas will prevent us from allovsdng our minds to come to an ’ 
independent judgment on the case which is presented. The 
Election does not give instructions to apply, but it does give 
instructions to examine in relation to trade problems as to how, 
and if we consider tariffs advantageous.” 


Dealing at Wingate on 24th October with attempts which ; 
were being made by Tory candidates to give the Election 
a Party character, he said : 


“ So far as I am personally concerned, I am not going to be 
run by any Party. I should not like to turn your attention to 
considering what might have been if an election had been fought 
by the Conservatives standing alone. But ponder over it. It 
may be they might try to put something over us. I am not their 
man. I am going to enquire into tariffs with an open mind, and 

if there is going to be any partisan manoeuvring, then I am not 
their man.” 


Mr. Baldwin spoke at Leeds on the 20th October. He 
said: 

“ After all, what is the fundamental issue ? It is not Socialism.* 
It is not Individualism. It is not Free Trade. It is not Protec-*' 
tion. But it is this. Will you in the hour of your country’s 
need entrust her destinies to a Government selected from all the 
great parties in the State who are willing to work together 
harmoniously in the interests of the country, who are trying to 
pull together and pull the country through without disaster to 
your money, to your food or to your employment. Will you 
give them when you send them to Parliament that free hand 
for which we ask ? Will you allow us to employ whatever 
measures after deliberation we may decide to be the best ? ” 
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Jpealdng four days later, he said : 

“Perhaps I should say a word about those who have tried to 
confuse the issue with demands to revive the Free Trade- 
Protection controversy of twenty-five years ago. Now that is 
not the real issue. Here the Prime Minister and Mr. Snowden 
have both stated the position fairly accurately, that the National 
Government must be free to consider any and every expedient 
which may help to establish the balance of trade.” 

Sir Herbert Samuel in his election speeches took the 
ame line. In his election address he used these words : 

‘ ‘ The people are not called upon now to decide for or against 
a general and permanent system of tariffs. This is not the issue 
at this Election. That is not included in the Prime Minister’s 
appeal. The people are called upon to give or withhold their 
trust in a Government composed of men of all Parties; to give 
us or to withhold a mandate to take whatever measures, no 
matter what might be their nature, which the present emergency 
might be found to require.” 

In view of the part that Mr. Runciman subsequently 
took in imposing a complete system of tariffs in this 
country, it may be interesting to give the following 
(quotation from a speech he delivered in his constituency 
an the 2nd October : 

“While I would not be a party to permanent tariffs being 
imposed, at the present time I am prepared to take such steps 
as are necessary to preserve our national balance. I would not 
be in favour of an import duty on food. What we ought to cut 
off is imported luxuries.” 

I made my own position on the tariffs issue quite 
clear in a broadcast speech on the 17th October. I said: 

“There is no more stem and unbending Free Trader than I 
am. If Free Trade or Protection were the issue at this Election 

I should be on the side of Free Trade. 

“ I do not believe that the Conservative leaders would regard 
a majority obtained in the circumstances of this Election as 
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giving them a mandate to carry a general system of Protection 
in the new Parliament. 

“ Such a radical departure from our established fiscal system 

could not be made without an emphatic and unequivocal 
decision of the electorate.’’ 

Mr . Neville Chamberlain, speaking at Dudley on the 

26th October, the eve of the poll, referred to tariffs and 
preferences as follows : 

All these matters are going to be examined carefully, 

thoroughly, e^austively, impartially by the National Govern- 
ment when it is formed again. 

“ But you have not got to decide tomorrow whether you are 
going to have a tariff or Free Trade.” 

These extracts from the speeches of political leaders 
tiring the Election show that a mandate to establish a 
/stem of general Protection was neither sought by nor 
given to the National Government. There had been a 
good deal of talk about the alleged adverse balance of 
trade, and what the National Government sought was a 
mandate to consider tariffs among other suggestions as a 
means of redressing the adverse trade balance if, after 
exhaustive examination, it was found that an adverse 
balance of trade actually existed, and, if so, that tariffs 
would be a suitable means of dealing with it. 

But, as a matter of fact, the question of tariffs was not 
at all an important issue at this General Election. The 
issue upon which the electors voted was whether the 
government of the country should be handed over to the 
Labour leaders who had failed in their duty at a time of 
national crisis, or whether the National Government 
should be continued in office until it had completed the 
work of rehabihtating the national financial position. 
Assured by the declarations of the National Party leaders, • 
as Mr. Baldwin had put it, that Free Trade or Protection 
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f not an issue, millions of Free Trade votes were east 

I Conservative candidates at the Election. 

{ think I may modestly claim to know something of the 
jjjd of the electorate and of the considei ations which 
icrmined. their votes . Owing to the state of my health, 

,„j not able to take the platform, but I used the micro- 
Jone and the Press with what the newspapers described 
{"devastating effect ” to expose the inconsistency of the 
labour Party and their lack of courage in facing their 
iy ^ grave national emergency . Every day from the 
■jst day of the Election campaign to the eve of the poll 
’launched attacks upon my late Labour colleagues. I 
iii this ill no vindictive spirit, but because I was firrdy 
Diivinced that it would be a national disaster to give 
i)\ver to a Party which had shown itself unworthy to be 

jisted with the responsibility of office. ^ 

I The British Broadcasting Corporation placed the 
aerophone at the service of the leaders of the ^ 
ditical Parties. I gave one of the talks, and my eftort 
'as universally believed to have had a great influence on 
le result of the Election. The Labour Party gave me 
lecredit, or, as they put it, discredit of being responsi e 
kthe tragic fate which overtook them. I am inserting 
ithe Appendices a full report of this talk, and a so copies 
jfa few other messages I issued during the Election 
mpaign. These messages were all published m ^ ^ 
k newspapers, and provided material for the speec es 

of the National candidates. ^ . 

Mr. I-Ienderson, Mr. Graham and Mr. Clynes broa - 

tast appeals for the Labour Party, and I ain sure a 

leir appeals did more harm than good to their _ 

Mter each of these Labour broadcasts I followed them 
with replies in the Press exposing their maccuraev 
ind giving the facts about their commitment to 
ii'liich they were now repudiating. From the 
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